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"The bonds William and J bought 
for our country’ defense 
helped build 2 house for us! 


HOW U. S. SAVINGS BONDS PAID OFF FOR 
MRS. ROSE NYSSE OF BRISTOL, PA. 


“There’s nothing more wonderful than a house 
and garden of your own,” says Mrs. Nysse. 
‘And there’s no surer way to own one than 
to save for it through U. S. Savings Bonds 
and the Payroll Savings Plan!” 





Mrs. Rose Nysse says, “‘In 
1942 William and I 
started making U.S. Sav- 
ings Bonds a part of our 
plan for financial security. 
I joined the Payroll Sav- 
ings Plan at the Sweet- 
heart Soap Co. where I’m 
a supervisor, and began 
buying a $100 bond each 
month. I knew that my 
money wassafe and work- 
ing for me all the time. 
Buying U. S. Savings 
Bonds is one of the surest, 
safest savings methods!”’ 

















“Savings Bonds alone 
made a $5,000 down pay- 
ment on our house!”’ says 
Mrs. Nysse. “‘Altogether, 
we’ve saved $8,000 just 
in bonds bought through 
Payroll Savings, and 
we’re keeping right on 
with the plan. And when 
we retire, our bonds will 
make the difference be- 
tween comfort and just 
getting by. Bond buying 
is a patriotic and practi- 
cal way of building a 


” 


cash reserve! 














You can do what the Nuss 
—the time to startis now! 


es are doing 


Maybe you can’t save quite as much as William 
and Rose Nysse, maybe you can save more. 
But the important thing is to start now! It 
only takes three simple steps. 


1. Make the big decision—to put saving /first— 
before you even draw your pay. 


2. Decide to save a regular amount systematically, 
week after week, or month after month. Even 
small sums, saved on a systematic basis, become a 
large sum in an amazingly short time! 


3. Start saving automatically by signing up today 
in the Payroll Savings Plan where you work or 
the Bond-A-Month Plan where you bank. You 
may save as little as $1.25 a week or as much as 
$375 a month. If you can set aside just $7.50 
weekly, in 10 years you’ll have bonds and interest 
worth $4,329.02 cash! 


You’ll be providing security not only for 
yourself and your family, but for the blessed 
free way of life that’s so important to us all. 
And in far less time than you think, the finan- 
cial independence the Nysses enjoy will be 
yours to enjoy as well! 





FOR YOUR SECURITY, AND YOUR COUNTRY’S TOO, SAVE NOW— 
THROUGH REGULAR PURCHASE OF U. S. SAVINGS BONDS! 





Your government does not pay for this adverti t. It is donated by this publication in cooperation with the 
Advertising Council and the Magazine Publishers of America as a public service. 
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He’s anybody 


and everybody... 





; he’s married and he’s single. 
He’s rich or poor. He’s butcher, 
baker or candlestick makes. 

He’s the man in the street to most 
people. Just Mr. Average American 
—unless he’s a broker and you're 
talking about Wall Street. 

Then, the man in the street be- 
comes someone who only wears 
homburgs, climbs out of Cadillacs, 
and just talks dividends, debentures, 
and the Dow-Jones averages. 

And that’s too bad — because it 
simply isn’t true! 

Here at Merrill Lynch, for ex- - 
ample, we’ve got nearly 900 
“brokers”—and there’s nothing mys- 
terious about them. 

We call them Account Executives 
and they drive more Fords than 
Cadillacs, wear more fedoras than 
homburgs. They’re young and old, 
have two children or six —are as 
much the “man in the street” as any- 
one you’re likely to meet. 

Still they do have at least one 
thing in common: A sincere desire 
to help people invest their money as 
sensibly as possible. 

Naturally, we think they can. 
They've already been of service to 
thousands of investors. 

If you’ve got any questions about 
the securities you own, want more 
facts about some stock before you 
buy, or would like us to prepare a 
complete investment program for 
you, just ask. There’s no charge, 
whether you’re a customer or not. 

Just ask the “Merrill Lynch” man 

ee « OF write— 
Department SF-4 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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Bell System Is Geared for 


National Emergency 


Mous than a billion dollars a year 
have been spent by Bell System Com- 
panies since the last war to expand and 
improve the nation’s telephone system 
— an important part of the security of 
the country. 

The number of telephones in service 
has doubled since 1940 and now stands 
at thirty-five million. In the same 
period, the percentage of dial oper- 
ated telephones increased from 63% 
to 76%. 


Trained, Experienced 


Operating Force 


Bell Telephone employees are now 
600,000 strong. With the experience 
gained in hurricanes, sleet storms, fires 
and other disasters, they have the 
ability and spirit to handle future 
emergencies that may arise. 





In the last few years, great strides 
have been made in extending and im- 
proving Long Distance service. Thou- 
sands of new circuits have been added, 
but today’s high calling rates mean 
that many more must be built into the 
plant. Operator Toll Dialing and other 
new methods of making Long Distance 
calls have been developed, installed 
and expanded. 


There are nearly four million cir- 
cuit miles of coaxial cable in opera- 
tion. Fourteen radio relay networks, 


BELL TELEPHONE SYSTEM 


totaling about 8000 channel miles, are 
in service along heavily used Long 
Distance routes. A transcontinental 
radio relay route is scheduled for com- 
pletion this year. Both coaxial cable 
and radio relay are vital links in the 
nation’s communications network. 


Meeting the Nation’s 
Growing Needs 


All of this greater capacity, the new 
equipment and methods, and the many 
years of communications experience 
are now helping to meet the growing 
needs of the government for defense 
and military purposes. How big that 
job may become, no one can foretell. 
But great progress has already been 
made, and the Bell System will con- 
tinue to serve the nation with every 
resource at its command, 
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The Trend of Events 


THE NEW TAX PROGRAMA ... President Truman has 
asked Congress to enact, as rapidly as possible, legis- 
lation to raise at least $10 billion more in tax reve- 
nue annually. Later in the year, he will propose addi- 
tional taxes needed to keep the Government on a 
pay-as-you-go basis. 

We fully agree with the need to pay as we go, so 
as to avoid deficit financing. This means that sub- 
stantial new tax revenues will be required. But we 
are against precipitate action in Congress. There is 
no urgent need for rushing the issue. But there is 
extreme need for rigorous economy in Government 
spending, and it is to this aspect to which congres- 
sional attention should turn first. At present the 
Treasury’s cash budget is virtually in balance and no 
big deficit is indicated for fiscal 1951. This gives 
the legislators time to look before they leap, to ex- 
plore every possibility of economy in Government be- 
fore they levy new imposts. The chances are that 
with proper economy, new taxes needed to balance 
the budget will be substantially less than the amount 
envisaged by the Administration. 

It is perhaps with this idea in mind that top tax 
authorities in Congress are reported cool towards 
hurry-up action on the tax 


Government functions. Unnecessary functions should 
be ruthlessly eliminated. 

As long as taxpayers are asked to come across and 
bring new and heavy sacifices, they have a right to 
expect Government to stop wasteful, unnecessary or 
evtravagant spending. There has been much talk 
about equality of sacrifice. It should be extended to 
the Government’s political aspirations as well. There 
is no longer room in what is euphemistically called 
our latest “peace time” budget for costly and un- 
wanted Fair Deal measures, for “political pork” of 
every kind. Every drop of “water” should be squeezed 
out of the budget before the taxpayers are asked to 
foot the rest of the bill. Insistence on this is not only 
the taxpayers’ right but a patriotic duty. 


INFLATION WINS... It is generally admitted that 
price and wage controls, and even resolute applica- 
tion of the weapon of taxation in the fight against 
inflation, to be effective must have far better sup- 
port from fiscal, credit and debt management policy. 
Readers will find the reasons explained in a special 
article in this issue. Yet it looks that there is no hope 
for any early change in the Administration’s atti- 
tude in this matter. 





program. We consider this a 
sound attitude, particularly if 
it reflects not political consid- 
erations but a burning desire 
to cut non-essential spending 
to the bone. According to reli- 
able estimates, anywhere be- 
tween $3 and $6 billion could 
be lopped off the new budget 
without impairing either the 
defense program or necessary 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


On Wednesday last week, 
the members of the Federal 
Reserve Board were sum- 
moned to the White House for 
a conference with President 
Truman. After the conference 
it was announced at the White 
House that the Federal Re- 
serve Board had “pledged its 
support to President Truman 
to maintain the stabilization 
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of Government securities as long as the emergency 
lasts.” The obvious implication is that there will be 
no change in fiscal and debt management policies. 
If so, it is a distinct victory for inflation. 

Observers have long been aware of the rift over 
money policies between the Treasury and the Federal 
Reserve Board, of the long standing divergence of 
opinion over the proper pattern of interest rates for 
Treasury financing during the defense program. One 
is inclined to assume that last Wednesday’s meeting 
was not merely intended to arbitrate this difference. 
More likely, what happened is that the President has 
called in the men who are charged with the responsi- 
bility for seeing that the country’s monetary policies 
are conducted with the best interests of the nation 
as a whole in view, and has persuaded them to take 
their orders in the future from the Treasury. The 
President has taken sides with the latter in its firm 
stand to maintain low interest rates and he wanted 
the Reserve Board members to commit themselves 
similarly. 

Secretary Snyder may feel that the outcome is a 
victory for the taxpayers who, he says, will profit 
from lower interest charges on the Government debt. 
But if this is a victory for the public, it will be a 
most expensive victory, for it will be the public at 
large who will foot the bill in terms of more inflation. 

It is understandable that Secretary Snyder is con- 
cerned about the interest costs of the huge Govern- 
ment debt, which may become even larger. It is be- 
cause of this that he is putting all his influence be- 
hind the maintenance of low interest rates. And this 
is also the reason why the Federal Reserve has re- 
luctantly cooperated so far by supporting the prices 
at which Government securities sell. 

The danger of that supporting practice is that it 
all but eliminates the Federal Reserve’s power to 
control credit, that it leaves it no longer free to do 
its part in combatting inflation. The Federal Reserve 
Board is aware of that and some leading members 
have become impatient with the role the Board has 
been forced to play. They doubtless know that in 
every instance, under any form of Government, 
where a central bank has become the captive of the 
Treasury, it has become an engine of inflation be- 
cause it has lost its control powers over cred't. 


IRRESPONSIBLE . . . The spectacle of the railroad 
switchmen’s “sick call” strike, paralyzing railroad 
traffic in many parts of the country and imperiling 
not only the economy but seriously interfering with 
the defense effort, is a sorry commentary on the 
sense of responsibility displayed by labor unions. No 
matter what their grievances, the strikers certainly 
are gravely injuring their own cause as well as that 
of their country. 

By their unwarranted action, they are affronting 
public opinion when what they really need is sym- 
pathetic understanding. They are striking against 
their Government, for the railroads are under Fed- 
eral seizure and Army operating control. They are 
defying the President who termed their December 
strikes unlawful and called on them to return to 
work. They are, moreover, violating a Federal court 
restraining order issued last month, and risk severe 
punishment of their unions. They are also disobeying 
their union leaders who outwardly at least have dis- 
owned the strikes and have instructed the strikers 


to get back to their jobs. The public thus is asked to 
believe that the switchmen’s union is no longer a re- 
sponsible body, that its officers have lost control over 
the rank-and-file. 

However that may be, the incidence highlights the 
urgent need for a new labor law to curb “wildcat” 
strikes. The real difficulty of course is that labor 
knows that the Administration hesitates to take 
drastic action against them. 

Back of the strike is disinclination of the switch- 
men to accept wage agreements made by their nego- 
tiators. There is no law which can compel accept- 
ance, but on the other hand, the existence and activ- 
ities of organized labor rests on the assumption that 
their leaders are responsible for the acts of their 
members. The Taft-Hartley Law makes this principle 
clear but what complicates matters is that the rail 
unions are exempt from the Act. Clearly, the situ- 
ation calls for congressional action to bring all labor 
unions under a single law. Unfortunately Congress, 
recognizing a “hot potato” when it sees one, shows 
no signs of interest from a legislative standpoint. 

By the time this appears in print, the strikes may 
have been settled in one way or another but that 
doesn’t mean that this unfortunate experience should 
then be promptly forgotten. There has been too much 
irresponsible flouting of authority. Great damage has 
been done to the economy. There is little doubt that 
public opinion will support any action that will make 
repetition of such an incident impossible in the 
future. It would be strange indeed if a Government 
which even now enjoys complete control powers over 
citizens and the economy should be helpless to pre- 
vent paralyzing “wildcat” strikes or to punish those 
responsible for them. 


PRIVATE ENTERPRISE .. . The size of industrial and 
business expansion in recent years is aptly indicated 
by aggregate expenditures of $114.4 billion on new 
plant and equipment for the decade from 1941 
through 1950. Of this vast sum, about $81 billion or 
nearly three-quarters were invested in the five post- 
war years from 1946 to date. These expenditures 
which have raised America’s over-all productive 
capacity by about 50% since the beginning of World 
War II, are now proving providential as well as 
foresighted in view of the nation’s need for rapid 
rearmament. And the expansion was overwhelmingly 
accomplished by private enterprise. 

This brings to mind what has happened in the steel 
industry in the past few years. Back in 1949, there 
was much ado in political circles over the country’s 
need for greater steel making capacity. There were 
official inquiries into the subject and finally a bill was 
introduced to put $15 billion of Federal money in a 
capital developmennt fund to be managed by the Re- 
construction Finance Company, with special empha- 
sis on steel expansion. The bill was never enacted, 
and in retrospect it certainly proved unnecessary. 
Annual steel capacity today is over 104 million tons 
compared with 96 million tons in 1949; and it will 
be 117.5 million tons by the end of 1952. 

Possibly the threat of Government intervention 
spurred the steel industry to greater expansion but 
the real spur may have been revision of ideas about 
long term economic requirements and, more recently, 
the rearmament program. The latter is suggested by 
the fact that more (Please turn to page 529) 
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As 9 See Jt! 


BY ROBERT GUISE 


NEHRU’S GOAL 


Tia United Nations has finally branded the 
Peiping regime &n aggressor and events now will 
show whether this action, as India’s U.N. represen- 
tative, Sir Benegal, fears, will really eliminate all 
chances for a peaceful settlement of the Korean 
conflict. 

It’s been obvious for some time that Peiping, 
through the Indian 
delegation at the U.N., 
has been playing a cal- 
culated game of self-in- 
terpretation and there- 
fore — despite alleged 
Indian fears, we are 
probably justified in 
going ahead with the 
firm approach we have 
been seeking, putting 
trust in the theory that 
if Peiping really wants 
to negotiate anything, 
it won’t be deterred by 
the U. N. aggressor 
label. The real answer, 
as it always has been, 
lies in the hands of 
Mao and the extent to 
which he is tied to 
Moscow. 

The Indian attitude, 
as reflected by Prime 
Minister Nehru, seems 
to be that we cannot 
make peace with Mao 


A> mpl 





or wean him away 
from Moscow unless 


we deal with him. In 
thinking along such 
lines, Mr. Nehru clear- 
ly takes the short term 
view, motivated pri- 
marily by fear of an- 
other world war and 
what it might do to 
India’s teetering economy. 

But there is reason to believe that there is more 
behind it—a desire to identify himself with, and sup- 
port, an Asian bloc even if it means cooperation with 
communism and condemnation of our own poli- 
cies. Only thus can we explain India’s puzzling 
attitude which forever makes apologies for com- 
munist actions and tends to regard us as the more 
intransigent party, which urges a negotiated settle- 
ment of the Korean war strictly on communist terms. 

For this reason, also, it appears that Mr. Nehru 
faces the prospect of communist neighbors in Asia 
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“‘PEACE AT ANY PRICE’ 
ene TRE oF \* 


with resignation if not with equanimity. At least 
he doesn’t seem unduly worried about a communist 
Tibet to the north, or a communist Burma on the 
east. Apparently he is willing to see the whole of 
Asia engulfed by the Communist tide so long as this 
furthers his dream of an Asia dominated exclusively 
by Asiatics. To be sure, Mr. Nehru is not a com- 
munist but he is an 
Asiatic first and al- 
wet ways. If communism 
oes UNITES proves useful in the 
- NATIONS realization of his goal 

of Asia for the Asia- 
tics, he evidently will 
accept it no matter 
what the consequences. 

And the consequen- 
ces could be disastrous, 
for the world at large 
as well as for India, 
because once the whole 
of Asia has been sub- 
jected to Moscow-di- 
rected communism, it 
would be difficult to 
undo the damage. In- 
stead of Asia for the 
Asiatics, Mr. Nehru 
would then have to set- 
tle for ‘‘Asia for Soviet 
Communism.”’ And 
whereas Mr. Nehru, as 
one can sincerely be- 
lieve, dreads another 
world war and is will- 
ing to go to great 
lengths to avoid one, 
he then would have the 
virtually assurance 
that a third world war 
has become absolutely 
inevitable. 

Because this is so, 
we say that when Mr. 
Nehru begins to influence British and American for- 
eign policy, it is time to wake up. Doubtless he has 
greatly influenced British policy if only because Brit- 
ain is anxious to keep India within the Common- 
wealth. And he has of course influenced our foreign 
policy in that he has greatly hampered it, and there- 
by weakened it. 

The vote at Lake Success, branding Peiping as an 
aggressor, is an excellent case in point. While we 
finally carried our viewpoint by an overwhelming 
majority, all the Asian countries voting with us 
were only the Philippines, (Please turn to page 529) 
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Is Market Near 


Turning Point? 


Stock prices have risen further, carrying our composite weekly index to a new all-time peak. 


Even allowing for inflation, the level is a quite advanced one and its support is increasingly 


speculative. However, evidence of immediate technical vulnerability is not at hand. Never- 


theless, expansion of over-all stock holdings should be deferred at this stage. 


By A. T. 


an a minor reaction, running from 
January 18 to 25 and amounting to roughly nine 
points in the Dow-Jones industrial average, the mar- 
ket resumed its upward trend, carrying this average 
and the rail average once more to new highs for the 
1949-1951 cycle. At the close of last week (February 
3), the industrial average stood at 253.90, the highest 
level seen since June, 1930; the rails at 89.27, the 
best level since May, 1931. More sensitive to the 
prospect of coming higher taxes than these two broad 
groups of stocks, the utility average has been limited 
to a nominal range of fluctuation for some weeks; 
and, of course, it remains below its pre-Korea high. 

In an immediate sense, the technical evidence is 
favorable to perhaps still higher prices; for it is only 


MILLER ‘ 


a matter of days since we had a downside test which 
was successfully met. On it the volume of transac- 
tions tended to contract, while expanding again on 
the rebound. This implies a generally stronger in- 
clination to hold or buy common stocks at present 
than to liquidate. The “at present” should be em- 
phasized. If the heart of a 60-year old man is OK 
today, that does not assure that it will be so three 
or six months hence. This analogy is neither fanciful 
nor extreme. 

The bull market is now roughly 20 months old. 
It is past middle age. Some bull markets have en- 
dured much longer than that, but none ever started 
before from so high a level: in this case 161.60 in the 
Dow average. It has lived a “fast” life, which sug- 
gests a total life expectancy less than 
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that of the 1942-1946 cycle or of the 
“New Era” extravaganza which ended 
its run dramatically in 1929. Thus, in 
20 months it has climbed about 92 
points, in terms of the industrial aver- 
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34ODEMAND FOR STOCKS 340 age, compared with a total of about 119 
. ast eng A points in the approximately 49-months’ 
320 life of the 1942-1946 rise. Its second 
“‘leg’’—the rise from the post-Korea re- 
300 | action low of last July—has at this writ- 
ing footed up to nearly 57 points, or 
280 more than 28%, in about seven months. 
That still leaves it about 33% under the 
obo 1929 high—in case anyone is willing to 
assume that all-time speculative land- 
2 a mark is going to be eventually equalled 
Y OF by the Dow average, and is willing to 
AS 4d take the risks that go with such an 
220 puers 1.20 assumption. 
MEASURIN 
240 , mer ews — — 120 Actual Market Much Higher 
1 -? eq 

230 A, \, of AT Actually, as we have repeatedly 
a iis SEALE AT LEFT Yo & pointed out, the average of the 30 Dow 
220 DEMAND |,¢ No industrials gives a very unreal picture 
ws for purposes of the long-term compari- 
sis m vA \ 105 son. At times when the public takes the 
M.W.S. 100 HIGH bit in its teeth, buying secondary and 
t s PRICED STOCKS wile low-priced stocks heavily, as in the last 
20 | Teed ene? INVESTMENT DEMAND nine months or so of the 1942-1946 rise 
° ‘ameek snail and during the past several months, the 
yyers 95 general level of stock prices is much 
7 ae 8S ee SS higher than is indicated by the Dowaver- 
NOV. DEC JAN. age. Thus, our composite weekly index of 


334 stocks closed last week at a new all- 
time high, not only well above the 1946 
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peak but also roughly 13% 
over the 1929 high. 

As usual, since nothing is 
more popular than a bull |\@o 
market, the case for high, 
or still higher, stock prices 
is being rationalized with | 160 
arguments that sound plaus- | 46, 
ible, if the uncertainties and 
imponderables are ignored. 
For example, because of in- 
flation, there is an increas- | 5) 
ing tendency to measure 
stock prices in terms of the . 
average 1935-1939 dollar: - 
that is, to adjust the Dow 
average, or any other gen- 85 
eral index of equity prices, 
for the rise in the cost-of- | ¢ 
living index. True enough, 
that makes comparisons | 4. 
more realistic. On that 
basis, our composite index | +, 
is roughly 21% under its 
1929 high and 24% under | 65 
its 1946 high. Even so, it is 
in generally high ground at | °° 
a level — also measured in | gs 
constant dollars—about 71 % s 
above the 1949 low. More- 7 
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over the latter was not an 
extreme bear-market low. 
For comparison of where 
the index of 334 stocks 
stands, when adjusted to 
the cost of living, the 1942 
bear-market low was 36.5, 
the 1949 low was approximately 64, the present level 
is 108, the 1946 high was 145, and the 1929 high 
was approximately 140. 

Although inflation naturally means something to 
the stock market, there has never been any depend- 
able relationship between stock prices and the value 
of the dollar for cost-of-living purposes. In the great 
European inflations, stock prices failed by a wide 
measure to keep pace with monetary depreciation. 
At the bull-market peak of November, 1919, it could 
have been argued that stocks were moderately priced, 
allowing for the cost of living—but they, and com- 
modity prices, were than facing a major deflation. 
You may say that a deflation within the foreseeable 
future is now highly improbable, and we agree—but 
the fact remains that human beings cannot really 
see into the future any better than they ever could 
in the past. If their estimate of the future is right 
in one particular, it may be wrong in other particu- 
lars and probably will be. One thing that does not 
change is human nature. It is human for people to 
be far more bullish on the market in a 1929 than in 
a 1923; in a 1936-1937 than a 1932-1933; in a 1945- 
1946 than in a 1941-1942; and in late 1950 and early 
1951 than in mid-1949. Finally, it may be noted that 
inflation has no bearing at all on intermediate market 
reactions. 





Inflation Potential Exaggerated? 


The Federal budget for the current fiscal year 
will be approximately balanced on a cash basis. Al- 
lowing for a further tax boost of at least $8 or $9 
billion, the budget for the year ending June 30, 
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1950, barring global war, can hardly result in more 
than a quite moderate addition to the money supply 
via bank-financed deficit spending ; and that might be 
partly offset by a tightening of Federal Reserve 
curbs sufficient to cause some private credit deflation. 

In short, the potentiality for money supply infla- 
tion inherent in the arms program could easily be 
exaggerated; and in no event—excepting global war 
—can it compare with the monetary inflation inci- 
dent to World War II. Again barring global war, 
the fear of shortages could also be exaggerated, 
meanwhile building up inventory excess, especially 
in the case of consumers, as a result of months of 
heavy forward buying. Something of a shakedown 
in the sphere of private business within the medium 
term, at the time that conversion disruptions in in- 
dustry also becomes more important, is not con- 
ceivable. 

High or higher stock prices can also be rational- 
ized on the basis of price-earnings ratios and average 
dividend yields. Here again, however, the relation- 
ship between these factors and the market has never 
been exact enough to be of much value as a guide to 
the future. On an annual rate basis, earnings might 
be substantially lower by the later months of this 
year. Whatever the level, it will be abnormal to the 
degree that it hinges on the arms program—or psy- 
chological anticipation thereof—and for both reasons 
cited, price-earnings ratios may well remain under 
those prevailing in more or less typical past years. 
The same thoughts apply to dividends. In short, 
wherever this market rise tops out, or is interrupted 
by a sizable reaction, price-earnings ratios and aver- 
age yields will almost (Please turn to page 529) 
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Sham Fight Against Inflation 


—POLITICS VS. REALITIES 


By E. A. 


W itr promulgation of sweeping price-wage 
controls, the Big Freeze—long overdue—has finally 
arrived but it is also apparent, even at this early 
date, that it won’t be a deep freeze. It’s already be- 
gun to thaw, and there will be much more of it. 

Prices have been frozen across the board in re- 
sponse to widespread and insistent demand. Despite 
stubborn resistance of union officials, there was no 
choice but to freeze wages as well. The next moves 
will be to soften the freeze in response to indignant 
requests for adjustments and modifications to take 
care of inequities, hardships, etc. In the circum- 
stances, only time will tell what the freeze really 
will mean. That it cannot stop inflation is a fore- 
gone conclusion. To what extent it can retard further 
price rises remains to be seen. 

Even officially, the freeze is viewed as no more 
than a stop-gap measure, a delaying action designed 
to reassure hard-pressed consumers. From the lat- 
ter’s viewpoint, the action has come too late. From 
an administrative standpoint it has come too soon, 
for Washington was not prepared for it. 

The original assumption on which the Administra- 
tion proposed to tackle the inflation problem was 
that the job could best be done by selective controls 
over key items in the economy, backed up by such 
important measures as heavy taxes and credit re- 
strictions. Some steps were taken to promote this 
policy. 

Credit has been tightened in the instalment and 
mortgage field. Reserve requirements of banks were 
raised to tighten business credit. Margin require- 
ments were upped to cut down credit for carrying 
securities. There has been a small boost in the short 
term money rate. Individual and corporate taxes 
were raised, and an excess profits tax enacted—with 
more and stiffer tax hikes to come. But something 
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had to be done in the price field. Selective controls 
simply didn’t work. Wages and prices continued to 
rise. 

Finding that the situation was rapidly getting 
out of hand, the Administration hastily resorted to 
over-all controls, announcing that flexibility was to 
be maintained by punching holes in these ceilings 
where it might be deemed necessary. In other words, 
instead of selective controls gradually forming a pat- 
tern of stabilization, the latest attempt is to set the 
major pattern first, with some escape clause to cor- 
rect “inequities.” And the cry for “escape” is al- 
ready assuming tremendous proportions. 

Protests have arisen from almost all quarters. 
From consumers because of the high level at which 
prices have been pegged. From producers because 
prices were pegged at all. From wage earners either 
because they did not obtain increases before the 
freeze, or because they fear the machinery of price 
control will be less effective than that operating on 
wages—though directly the opposite is likely to be 
the case. In other words, the familiar pattern of 
various groups exerting their influence on the sta- 
bilization authorities is already appearing, and there- 
in lies the greatest danger to the freeze attempt. 


Danger in Rift of Policy 


There might be greater confidence in the Govern- 
ment’s ability to make price stabilization work, if the 
rift on policy were not so painfully apparent. The 
wage freeze was clearly thrust upon the Wage Sta- 
bilization Board before the latter could formulate a 
wage policy under the new order. And farm product 
prices at the producer level were exempted from the 
freeze order under the terms of the inequitable De- 
fense Act. 
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It stands to reason that manufacturers 
cannot be expected to maintain their prices 
at fixed levels unless wages and other costs 


HOURS AND EARNINGS OF FACTORY EMPLOYEES 
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are under rigid control. And labor cannot 
be expected to hold the line on wages if they 
are obliged to pay more for food and other 
living expenses. In short, the farmer must 
accept price control as well as other pro- 
ducers; there cannot be any favorites if 
price stabilization is to be achieved. 


Agriculture's Preferential Position 
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But as it is, the farmers at present have 
a preferential position under the parity law 
and neither Congress nor the President a 
seem to be willing to take the initiative in 
changing it. About seventy important food 
items are exempt from controls, constitut- 
ing a wedge that ultimately will destroy all 
effective price ceilings since each unregu- 
lated commodity must necessarily unbal- 
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ance the entire economic stabilization pro- 
gram. 
Labor wili not stand for a wage freeze 











when it sees that food, which constitutes 1942 
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35% of the cost of living, keeps right on 
climbing. And unless the law is changed, 
many food items, now selling below parity, will keep 
right on climbing. If the freeze order is to have any 
meaning, then, politics as usual must end, just as 
this is no time for business as usual. Too much is at 
stake to keep on handing out special privileges. 

As shown above, the attitude of organized labor is 
closely linked to the farm price issue; but no less im- 
portant is the struggle for a broad, all-inclusive labor 
policy. Thus the Government’s wage stabilizers are 
already concentrating on thawing out enough of in- 
dustry’s frozen wage structure to avoid an immedi- 
ate and widespread labor relations breakdown. 

They have pernfitted pay increases for John L. 
Lewis’ 475,000 hard and soft coal miners and all 
other unions which agreed on raises before wages 
were frozen. The miners will get $1.60 a day more 
and the coal industry will be allowed compensatory 
price increases which eventually will show up on 
consumers’ coal bills. Thus the wage freeze is al- 
ready breached, with further repercussions to fol- 
low, for coal is an important cost item in almost 
every industry. In the end, it may immensely swell 
the flood of appeals for relief from hardships under 
the freeze order. 

There is a good deal of talk about price roll-backs 
but ideas in this respect will take some time to jell. 
This goes for the entire area of price regulation. 
Retailers, wholesalers and manufacturers are cau- 
tious and puzzled, and many are quite angry. Most 
of them don’t know where they stand. Hardest hit 
are those who have held the price line under selec- 
tive controls. It is among these where “hardship” 
case will pile up. But the biggest factor is that 
costs aren’t frozen at the wage end, that the fifth 
round is not yet finished, and that a sixth round of 
wage hikes is already getting started. 


Wage freeze or no, labor costs are apt to go up, 
responding to a tight labor market as much as to 
union pressure for future wage adjustments. It is 
here where a real conflict arises. Industry spokes- 
men have taken a strong stand that all contract pro- 
visions for future wage increases, whether by 
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escalator clauses or otherwise, should be permitted 
to operate only to the extent that they do not violate 
wage stabilization policy. But that policy is far from 
crystallized and labor’s fundamental approach is 
that a wage stabilization policy must be a supple- 
ment and not a substitute for collective bargaining, 
in other words that collective bargaining should be 
allowed to continue even if results violate the basic 
tenets of wage stabilization. 

Over the nearer term, at least, that viewpoint is 
likely to prevail. An early and fairly widespread 
“defrosting” of the wage freeze (already started 
with the coal miners) appears in the offing. Since 
this is bound to raise the cost structure, it is easy to 
see what it will likely do to the price stabilization 
effort. Unless the Government stabilizers become 
really tough not only at the price end but also at 
the wage end, unless the basic shortcomings of the 
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stabilization effort as previously outlined are cor- 
rected, all we can expect is a slowing of price infla- 
tion. But nothing like even a temporary halt. 

Even the Economic Stabilization Agency seems to 
view this as a maximum near term goal. It has, essen- 
tially, bought time. Success or failure of the wage- 
price freeze will depend on what is being done dur- 
ing the breathing spell thus gained. The price freeze 
is regarded as a calculated risk; the wage freeze as 
something that should be relaxed as quickly as pos- 
sible. Hence the haste to make both these orders more 
specific and flexible. 


Fighting with Pillows 


Flexibility of course is a fine thing, and often 
necessary. But too much flexibility, especially if 
dictated by political considerations, is like fighting 
with pillows. The biggest problem is to keep poli- 
tics out of the next control phase. But the over- 
riding problem is to supplement control action with 
further steps which attack the roots of inflation 
rather than its symptoms, the causes instead of the 
effects. 

Price control can retard and even cloak to some 
extent price inflation but unless strongly supported 
by sound fiscal policies, it can only bottle it up 
temporarily. Indeed controls, even if effective, mere- 
ly help to dam up inflationary pressures rather than 
prevent their development. 

If we want to get at the heart of the inflation 
problem, steps must be taken to prevent further 
expansion of the money supply. That means a reso- 
lute pay-as-you-go policy, taxation that will obviate 
budget deficits, and the utmost paring of non-essen- 
tial Government spending to enable us to balance the 
budget through taxation without undermining the 
economy. 

The pay-as-you-go approach has been receiving 
a lot of lip service and still is, but there are also 
signs of official thinking too uncomfortably similar 
to that of World War II days when large scale de- 
ficit financing was the accepted policy. Nor is there 
any sign of an intention of abandoning the unsound 
money market policies of recent years. Yet without 





sounder fiscal policies, even progressive expansign [ 
of civilian goods production could not contribute to) | 
much either towards a cure or prevention of | 


inflation. 


What is needed, then, are severer checks on Public | 


as well as private credit and a retreat from the eagy 
money management of the public debt, apart from, 
resolute tax policy free of political strings, The 
money supply must be controlled at the source of jt, 
creation, which is the banking system, and this cap. 
not be done under the Treasury’s cheap money 
policy, designed to keep interest rates low so that jt 





won’t cost too much to service the national debt, 


True, by allowing interest rates to rise, by withdraw. © 
; 


ing Federal Reserve support from the Government 


bond market, the cost of servicing the national debt _ 


would go up, but this additional cost would be rela. 
tively small compared to the monetary and social 
gains that could be achieved by halting inflation, 
Unfortunately there is little prospect of an early 
change in fiscal and debt management policy, both 
now highly inflationary. Secretary of the Treasury 


Snyder has reiterated his intention to carry out the | 


Treasury’s borrowing within the pattern set by the 
existing 214% long term rate, and the Federal Re. 
serve Board in the face of reports of sharp differ. 
ences of opinion between the Board and the Treasury 
has pledged its support to the President “to main. 
tain the stability of Government securities as long 
as the emergency lasts.” This means no change in 
fiscal and monetary policies. 

Since sound measures along these lines do however 
constitute the first line of defense against inflation, 
the conclusion necessarily must be that the fight 
against inflation lacks realism. You cannot fight in- 
flation with kid gloves, yet that is exactly what we 
are trying to do. In the circumstances, the price-wage 
freeze seems merely a pretense, all the more so since 
price control is to be flexible and easy adjustment 
of wage scales the watchword. Though there may be 
some rollbacks on prices, there certainly won’t be 
any on wages. Their adjustment will be in one direc- 
tion only—upwards. And all the time, inflationary 
tinder will keep piling up on the fiscal and credit 
front. 

It is well to remember that direct controls 
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merely conceal, but can never get to the root 
260 of the inflation problem. They don’t cure it; 
they simply slow it down and delay the ulti- 
240 mate blow-off. In contrast, sound fiscal podli- 
cies would lessen inflationary pressures now 
220 —without building up pressure for an ulti- 
mate blow-off. 
200 
Let’s Learn from Experience 
180 
Our experience during and after World 
160 War II should still be fresh in our minds. 
War expenditures were largely covered by 
_ deficit financing, creating an enormous In- 
flationary undertow in the economy. Direct 
i controls could hold down price inflation only 
as long as they were applied. Once they 
were lifted, prices rose explosively. 
- Today we still suffer from the conse- 
quences, yet we are being asked to pursue 
80 the same course again. Price-wage controls 
are necessary and should have been insti- 
60 tuted much sooner. But they cannot do the 
job alone even (Please turn to page 529) 





THE MAGAZINE OF WALL STREET 











ee REE CITE 2 


repor 
rama 


cause 
While 
revea 
earni 
rounc 
the ir 
No 
pany 
retro 
repor 
ings ; 
to op 
way 
of th 
earni 
cially 
end € 
Th 
Kore 
bya 
befor 
beco! 
thro 
ers’ | 
was 
and | 
and 
in th 
repo 
In 
final 











oN 








Year-End Corporate Statements 


,..and First Quarter Trends... 


By GEORGE 


= he initial appearance of 1950 corporate 
reports contributes to an over-all industrial pano- 
rama certain to hold exceptional interest if only be- 
cause of the many records that were established. 
While interim reports through the third quarter 
revealed progressive improvement in the volume and 
earnings of most concerns, results in the final quarter 
rounded out a highly satisfactory picture, although 
the impact of tax adjustments varied a great deal. 

Not until the year-end was it possible for any com- 
pany to make allowances for excess profits taxes 
retroactive to July 1, although in their September 
reports most managements had adjusted their earn- 
ings according to the heavier income taxes applicable 
to operating income since the start of last year. The 
way in which a good many concerns absorbed both 
of these imposts with little or no detriment to net 
earnings, was heartening to their stockholders, espe- 
cially when attended by payment of generous year- 
end extra dividends. 

The sharp spurt in industrial activity following 
Korea, engendered by scare buying, and stimulated 
by arush all along the line to accumulate inventories 
before prices might rapidly advance and shortages 
become serious, created an abnormal atmosphere 
throughout the economy, as reflected by a strong sell- 
ers’ market. The anticipation that prices would rise 
was fully realized, as applied to both raw materials 
and finished goods, but between avid civilian demand 
and capacity operations it was hardly a surprise that 
in the last half year so many companies were able to 
report record earnings. 

In the cireumsances, corporate operations in the 
final quarter of 1950 deserve special examination, as 
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during this period a considerable amount of previous 
scare buying subsided, hence results attained might 
furnish some clues as to what may be expected in the 
first quarter of 1951. It has become increasingly ap- 
parent that the increased level of national income, 
combined with apprehension over coming shortages 
of durable goods, will continue to sustain demand at 
near peak proportions for some time ahead. To this 
extent, operations in the December quarter hold a 
good deal of interest, at least as applied to manufac- 
turers and distributors assured of ample goods to 
sell, such as foods, textiles etc. Others require more 
special study. 


New Earnings Factors 


From now on, though, a number of new elements 
are entering the equation that may distort compari- 
sons with corporate results in 1950 or in the Decem- 
ber quarter. Cutbacks in home appliances, curbs on 
residential construction ,the wage-price freeze, the 
allocation of essential materials and the progressive 
change-over to military production are creating ob- 
securities that often make it difficult to appraise the 
near term potentials of individual concerns. Add to 
these allowance for increased income tax rates effec- 
tive since January 1 and a prospect that they will 
again be lifted later this year, and the picture of 
future progress leaves a good deal to conjecture. 

In an unusual degree, last year’s reports reflect the 
benefits of large scale expansion and modernization 
programs. This is true not only as regards increased 
production, but more importantly as revealing oper- 
ating economies achieved. Together, these two factors 
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have strikingly facilitated a substantial rise in cor- 
porate earnings despite a four-year rise in wage costs 
and in outlays for materials. The ability to lift prices 
correspondingly was of course of major assistance, a 
factor that will lose weight now that a freeze has been 
instituted, that is, unless pay boosts are more rigidly 
controlled than present signs indicate. 

So many concerns experienced what apparently 
was abnormal demand in the final quarter of 1950, 
that more than one management in making annual 
reports cautioned their stockholders that considerable 
1951 business may have been “borrowed.” While 
this may prove true here and there before the first 
quarter ends, a marked resurgence in department 
store sales of late could indicate that increased dis- 
posable income and credit curbs account for heavy 
cash buying quite as much as fear of growing scarci- 
ties. 


Varying Experience 


Conditions have varied so incisively among dif- 
ferent industries and their components that, aside 
from the generalities we have discussed ,their individ- 
nal accomplishments and near term problems must be 
examined individually. In the appended tabulation we 
present a breakdown of earnings statistics pertinent 
to 40 corporations, many of which are among the 
leaders in their respective fields. Needless to say, 
only a limited number can be discussed in some detail 
in this space. 

The fiscal year ended October 31, 1950, brought 
very favorable results for International Harvester 
Company. During the first eight months of the period, 
supply had about caught up with demand in this in- 
dustry and competition had become keen. With the 
outbreak of war in Korea, however, demand sky- 
rocketed almost over night and by August the com- 
pany’s sales were at an all-time high. Although strikes 
in the final two months hampered production, volume 
of $942 million for the fiscal year was about 37% 
above 1949. It is interesting to note that while sales 
of farm equipment were slightly below a year earlier, 
volume represented by motor trucks, refrigerators, 
industrial power equipment, steel products and twine 
advanced sharply. The largest increase was in motor 
trucks, but the company sold $52 million of refrigera- 
tion products although IHC began only five years ago 
to manufacture these. 

Over-all operating margins of International Har- 
vester widened on the enlarged volume to 12.2°7, and 
while federal taxes, including $4.3 million for excess 
profits imposts, rose by nearly $18.4 million, net in- 
come of $4.72 per share compared with $4.36 in fiscal 
1949. In studying these results, it should be realized 
that EPT applied to only four months of taxable 
earnings and retroactive income taxes to only ten 
months. At the end of the fiscal year, inventories of 
IHC were cut down by $34.2 million because of heavy 
shipments, but advanced prices in September in- 
creased the value of the remainder. International 
Harvester has received some sizable orders for mili- 
tary vehicles and expects to receive many more, but 
its conversion problems are small and the manage- 
ment anticipates that the Government will encourage 
production of farm equipment during the emergency. 
Demand for the latter should continue strong. 

The fourth quarter report of United States Steel 
Corporation for 1950 contained some interesting ma- 
terial, including preliminary figures for the full year. 
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Shipments of steel products in the December quarte 
amounted to almost 5.8 million tons, bringing the tot 
for the year to 22.6 million tons compared with 18) 
million in 1949. The steel tonnage shipped last y 
was a record high in the company’s long experienc, 
Dollarwise, Big Steel’s volume of $2.95 billion wa 
about 28% above 1949. 

In the December quarter, net earnings of $1.16 per 
share compared unfavorably with $2.05 earned in the 
preceding quarter, because of sizeable adjustments 
for excess profits taxes retroactive to July 1. This 
charge against taxable earnings amounted to approx. 
imately $31 million. For the year as a whole, the com. 
pany estimates total Federal taxes of $234 million 
compared with $126 million in 1949. 

Despite this handicap, the company’s pretax mar. 
gins on increased sales last year widened to 17.24, 
from 14.8%, an advantage that more than offset the 
impact of heavy taxes. Aided by more favorable 
prices, net earnings for 1950 advanced to $7.28 per 
share from $5.39 in 1949. During 1951, volume should 
increase due to the recent addition of 1.8 million tons 
to capacity. As of December 31, 1950, U. S. Steel had 
authorized projects designed to add about 2.5 million 
tons to the present capacity, and to finance the pro. 
gram might require as much as $678 million. As the 
company now has $250 million government securities 
available for construction purposes, and present an- 
nual depreciation reserves of $143 million will be 
greatly augmented when a portion of the new facili. 
ties can be depreciated at a yearly rate of 25%, the 
management foresees no need of borrowing to finance 
its vast program. 

When the rapid amortization becomes effective, the 
burden of excess profits taxes will be eased, although 
amounts carried through to net earnings will be less- 
ened in the process. As for the first quarter of 1951, 
U. S. Steel seems sure to operate in excess of rated 
capacity, and with stable wages and prices, satisfac- 
tory operating margins should be maintained. In the 
circumstances, the outlook for ample earnings is very 
encouraging. 


Johns-Manville Corporation 


The building industry in 1950 attained the greatest 
volume on record, and Johns-Manville Corporation 
participated in an impressive manner. Last year’s 
sales of this leading producer of asbestos products 
and a long line of building specialties advanced to a 
record high of $203.2 million. Outlays of about $50 
million for expansion and modernization in postwar 
bore fruit in 1950 by expanding production and estab- 
lishing numerous operating economies. Pretax mar- 
gins of 21% in 1950 compared with 15.5% the year 
before. Pretax income accordingly soared to $42.8 
million from $17.5 million in 1949, thus comfortably 
permitting the absorption of a $9.2 million increase 
in taxes. Net earnings of $7.29 compared with $4.85 
per share in 1949 when the number of shares out- 
standing was somewhat smaller. 

A slow-down in residential construction got under 
towards the end of December, and there is much un- 
ceertainty how far this trend may extend in the cur- 
rent year. A substantial portion of Johns-Manville’s 
output, though, goes to industrial markets, and the 
management has pointed out that during World War 
II, record production of nearly all the companys 
products was required to keep abrast of demand. 
Development of an im- (Please turn to page 527) 
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Comparative Sales, Earnings and Operating Margins of Leading Companies 













































































































































































Net Sales Operating Margin 
— ($ million) — % Net Per Share Net Per Quarter 1950 
1950 1949 1950 1949 1950 1949 Ist 2nd 3rd 4th 
Allied Chemical & Dye $408.0 $363.7 16.3% $ 4.65 $ 4.19 $ 2.382 $  .85 $ 1.42 
Armour & Co. .. 1,859.8 1,848.2 2.4% 7 3.94 (d) .60 1.19 JS .68 1.32 
Bethlehem Steel 1,439.8 1,266.8 13.6 12.15 9.68 2.50 3.13 3.33 3.19 
Bridgeport Brass .......... 95.0 55.0 (d) 5.6 3.50 (d) 1.36 76 1.15 1.22 50 
Caterpillar Tractor 337.2 254.8 20.3 14.0 7.49 4.89 1.77 2.30 2.48 95 
cities Cano. 48.7 38.3 14.0 12.1 3.03 1.87 21 40 7 1.71 
Chain Belt 27.8 25.3 18.2 17.6 5.44 4.87 42 95 1.36 2.71 
Dayton Rubber ...... 37.2 23.5 11.41 (d) .71 4.74 (d) 38 962 3.782 
“Diveo Corp. 9.8 7.9 17.1 149 2.33 1.64 33 46 74 79 
iene Nines 6.0 5.4 23.0 — = 18 28 18 31 
Dresser Industries 79.9 80.6 6.8 3.68 3.02 .07 32 1.21 2.08 
‘Gaetalie® Phonograph 74.1 40.5 16.0 11.4 3.70 -. 1.73 .703 1.043 293 1.683 
Firestone Tire & Rubber 690.5 579.6 13.6 8.8 16.76 _ 8.82 6.687 10.08° 
Freeport Sulphur 27.8 eo 24.2 8.46 i 7.38 1.88 2.07 1.96 2.54 
Gar Wood Industries 20.9 ‘ 22.5 ae > i ~ “(218 (d) 53. (d) 7% (a) 63 (d) .55 (d) .24 
Gillette Safety Razor 90.8 29.6 3.65 3.13 84 82 94 1.05 
Glidden CO. cccccccccc, 188.6 160.1 8.5 9.2 All 3.23 7 }©~——~63 88 1.96 
Hercules Powder ............... 160.2 1 20.9 15,91, 10.91 5.29 iw 3.58 Ss 101 s«1.38 1.52 1.43 
Hooker Electrochemical ... 27.4 21.4 29.5 23.7 3.84 2.64 84 1.07 1.30 69 
International Harvester .... 942.6 908.9 12.21 10.11 4.72 4.36 44 1.17 1.60 1.53 
Johns-Manville ..... 203.2 162.5 21.01 15.51 7.29 4.85 1.29 1.97 1.81 2.22 
lee Rubber & Tire ......... 39.2 31.9 14.6 6.1 13.33 4.78 “ 3.222 - 10.112 
Liggett & Myers Tobacco 530.5 «557.7 9.91 8.21 7.05 7.18 1.50 1.92 2.26 1.60 
Lone Star Cement 64.4 63.9 28.8 27.3 10.47 10.34 1.97 3.03 ‘ 2.81 2.66 
Mathieson Chemical 77.5 54.0 21.7 20.8 3.32 2.57 81 81 77 93 
Mengel Co. . 42.44 26.4 (d) .6 5.004 (d) .44 45 74 95 2.86 
Minneapolis Moline Co. 79.1 73.5 16.1 14.5 8.41 7.20 (d) .70 1.48 2.96 4.66 
Mullins Mfg. Corp. .............. 59.6 34.1 17.8 13.8 4.39 2.35 1.04 1.15 1.27 94 
National Biscuit .................... 296.4 294.4 12.4 3.08 3.17 72 77 77 82 
Oliver Corp. ............. 98.8 101.3 8.8 9.5 7.31 7.19 93 1.53 1.53 3.31 
Reynolds (R. J.) Tobacco ...... 759.8 746.3 10.8 9.8 3.73 3.75 74 92 1.07 1.00 
Robbins Mills 43.1 35.1 23.01 16.91 7.03 4.47 1.62 1.22 1.98 2.22 
Servel 57.3 41.2 Bal (d) 1.5 1.45 (d) .51 (d) .46 46 42 1.03 
Sharp & Dohme .............. 42.1 38.9 18.0 18.1 4.32 3.96 1.15 1.13 1.23 79 
Stevens a i oo arr 294.8 PIT seo. 10.6 6.78 5.14 1.42 1.45 1.38 2.54 
SO, LC 462.0 6.4 6.02 4.57 2.392 3.632 
Union Carbide & Carbon .... 585.7 23.9 4.30 3.20 95 1.16 1.34 85 
Joe e | ae areae By fo fo 2,301.6 17.21 14.81 7.28 5.39 1.64 2.44 2.05 1.16 
Universal Pictures ............... 55.5 56.7 6.8 (d) 1.5 1.14 (d) 1.45 (d) .063 .203 673 323 
West Virginia Pulp & Paper.. 95.4 88.4 20.6 15.3 12.93 9.31 2.01 3.05 3.42 4.45 
(d)—Deficit. 3—13 weeks 
1_Pre-tax margin. 4_Estimated. 
26 months 
FEBRUARY 10, 1951 —_ 



























































By WARD GATES 


Y: today, barely six months after the first 
shots were fired in Korea, it would seem that the 
mobilization effort is not yet producing any impres- 
sive results, that in fact there is a trickle rather 
than a flood of arms coming off industrial produc- 
tion lines, it certainly doesn’t mean that the defense 
effort is lagging. 

Admittedly, the start has been slow, hence the 
absence to-date of any great conversion upheavals. 
After all, in placing defense orders, the armed serv- 
ices could only move as fast as prudent planning 
permitted, and planning necessarily was influenced 
by varying or fluctuating concepts of the scope and 
nature of our mobilization. 

But there is every indication that after initial 
delays, things are now beginning to move and will 
get going. All across the country, defense orders are 
now flowing in greater volume and the rate of such 
orders will progressivley mount. As it does, impacts 
on civilian business will deepen. But it will also give 
industry a better idea just what will be wanted. 
With the end of an initial period of indecision will 
come clarification of many uncertainties. And while 
shifting to defense production inevitably involves a 
temporary slow-down in industrial momentum, that 
interval will usually be short. 

The delay in getting active procurement under 
way can hardly be considered as time wasted. To the 
contrary, it was time needed to plan how to mobilize 
and how to spend the money most wisely. Out of the 
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INDUSTRY Turns 
To WAR WORK 


—As Flow of Arms Orders 
Accelerates 


$25 billion appropriated late last summer, some 
$10.3 billion was allocated for major weapons pro. 
curement—much of it for aircraft. Most of the rest 
was needed simply to operate, maintain and pay the 
people in the growing military establishment. 

More recently, Congress added another $16.8 bil. 
lion to the total military appropriations for this 
year, with more doubtless to follow; but only half of 
the latter amount was for major weapons. The rest, 
again, is required to meet expanding overhead and 
personnel costs. 

Altogether, by about the first of March the armed 
services expect to have placed orders for nearly $18 
billion worth of weapons and equipment but it would 
be idle to expect to see this reappear in short order 
in terms of planes,. tanks, guns, shells and other 
ordnance. Results will take some time. The bulk of 
this money is for heavy stuff, the manufacture of 


which often requires new plants, or complete retool- | 
ing of plants, the placing of subsidiary orders with | 
hundreds of sub-contractors, the meshing of intri- | 


cate production shifts, and hence a good deal of time. 


It is for this reason that those who have been look- 
ing for quick, concrete evidence of our growing 
military strength find difficulty in discovering it in 
our big industrial centers. As to repercussions on 
our economy, $18 billion worth of orders is hardly 
likely to make a dramatic impact on an industrial 
machine currently producing at an annual rate of 
$280 billion. After all, this is partial mobilization, 
not an all-out effort . 


Speed-Up Ahead 


But as partial mobilization will be telescoped into 
a shorter span than previously contemplated, reper- 
cussions will widen nevertheless. Right now, the real 
problem lies in the search and allocation of supplies, 
and in getting the necessary tools and dies, the most 
frequent complaints heard on the industrial front. 
Such complaints will multiply until a complete allo- 
cation system, anticipated by mid-year, is set up. 

The lack of a complete break-down of military 
needs continues as a major bottleneck at this time 
but that difficulty should be resolved in coming 
months. Indicative of what industry can expect ID 
the way of defense orders is the fact that the pro- 
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' moreover, Was awarded 


duction figures which the military has handed to 
mobilization boss Charles E. Wilson total some $87 
pillion—to be spent by mid-1952. The next major step 
is to translate the dollar figures into specific quanti- 
ties of weapons and other military requirements. 
That task may take another month or two; until 
then, the exact impact of the arms program on the 
economy cannot be fully determined. 

Nevertheless, order placement is mounting rap- 
idly and gives us at least a preliminary idea of what 
it will mean to certain industries and companies. 
The huge aircraft program is a major item of de- 
fense outlays and has become not only the chief prop 
of the aircraft industry’s boom but resulted in heavy 
sub-contracting among a great number of big and 
small suppliers. From the standpoint of order place- 
ment, that program is probably the most advanced 
though far from complete. 


Mounting Emphasis on Heavy Ordnance 


In recent weeks, there has been growing emphasis 
on ordnance such as tanks, military vehicles, guns, 
gun mounts and carriages, electronic equipment, ete. 
It has been indicated that the armed forces will 
spend more for tanks and automotive equipment this 
year than in any previous year including the peak 
vears of World War II, with at least $4.5 billion 
in orders seen in 1951 alone. Vehicle and spare parts 


- eontracts may come as high as $3 billion, it is esti- 


mated. Already the auto industry has well over $3 


rest, | billion of defense business on its books. Much of this 


requires little or no conversion. But much more is 
yet to come. Eventually, some auto executives think, 
the industry’s share may be fully one-third of total 
defense outlays. 

Most every major truck manufacturer has booked 
sizeable orders for military trucks, or for parts and 
engines, and substantial orders have also been 
placed with the “Big Three.” Thus Chrysler’s Dodge 
division has started production in Detroit on orders 
for more than $92 million worth of military vehicles 
on the same assembly line used for civilian truck 
production. Chrysler, 





tracts placed so far by the Detroit Ordnance Tank- 
Automotive center. The latter, however, is by no 
means the only source of arms orders. 

A good many originate with the aircraft program, 
for which automotive firms hope to be making more 
and more components on sub-contracts. Ford, for 
instance, has embarked on a large production pro- 
gram for Pratt & Whitney engines but it will take 
eighteen months to get it rolling. General Motors has 
several divisions heavily engaged in making parts 
and components for aircraft manufacturers, includ- 
ing work on a jet airplane contract. Auto parts com- 
panies furnishing a large volume of components for 
Air Force prime contractors include Thompson 
Products, Bendix Aviation Corp., Borg-Warner, 
Eaton Manufacturing Co., Bohn Aluminum and 
others. Just what these non-vehicle defense jobs for 
automotive companies add up to is impossible to 
determine, for in most cases figures cannot be re- 
vealed for security reasons. 

Chrysler will require many months before it can 
start producing medium tanks at its Newark, Dela- 
ware, plant. Even the $100 million military truck 
contract of the General Motors Truck & Coach Divi- 
sion is not expected to be in production until next 
summer. 


Transitional Gap Despite Growing Defense Orders 


Large as the automotive industry’s defense orders 
already are, however, they are not nearly as impres- 
sive when compared to the industry’s production 
potential and last years’ record civilian output. 
Though they are bound to swell a great deal in the 
future, they hardly compensate fully, at this time, 
for the growing cutbacks and lay-offs in civilian 
manufacture. Thus while bustling with Government 
orders, Detroit is also feeling the transition squeeze 
and faces a temporary let-down. Fact is, the indus- 
try’s war production will not get going strongly for 
six months or more, while cutbacks in auto output 
in the same period will probably run to 25% or 
more. The shift to defense output will not be pain- 

less, it is thought. 
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a contract for an esti- 
mated $99 million to 
build heavy tanks, and 
received an additional 
award of $100 million to 
supplement Continental 














List of Contract Awards 
Recently published by the Detroit Ordnance Tank-Automotive Center 


Cadillac Div. GM 





(figures in $ millions) 





: $439 
Motors” Corporation’s Chrysler Corp. 250 
production of tank en- 73.5 
gines, 100 
The Cad illac tank Internat’l Harvester = 
plant in Cleveland re- Trk. & Coach Div. GM 144 
cently obtained a further Amer. Loco. Co. 200 
order of $106 million, Food Machinery 177.5 
raising that plant’s total pesmi regi bs 
‘ommitments to-date Seuinien tac "a 
dose to $500 million. Willys-Overland 95.5 
Packard, Studebaker, Reo Motors, Inc. 65.2 
Ford, Oldsmobile and Cont’l Motors 95 
others, particularly ee 52.5 
parts manufacturers assey-Harris Co. 55 
al h : polld Fruehauf Trailer 34 
80 have received size- Timken-Det Axle 29 
able contracts for vari- Allison Eng. GM 26 
ous types of equipment Pacific Car & Fdry. 56 
: parts. Indicative of eae ee 
€ progress to-date, we Am. Stl. Fdry Co. 15.8 
append a recently pub- Chevrolet Div. GM 6 
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For combat vehicles 

For trailers 

For components 

For transmissions 

For combat vehicles 

For tires and tank tracks 
For tires and tank tracks 
For armor castings 

For administrative vehicles 
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ance industry is simi- 
larly situated though to- 
date in that field, not 
everyone has_ suffered 
from cutbacks. Westing- 
house so far has cur- 
tailed civilian output 
15% across the board 
at two of its important 
appliance plants, mainly 
because of the copper 
shortage, but so far has 
converted none of its fa- 
cilities to war work. The 
situation is probably 
similar with General 
Electric. This doesn’t 
mean that these two 
giants have not received 
any defense business but 
presumably its nature 
cannot be revealed. 

The industry as a 
whole is doubtless en- 
deavoring to maintain ci- 
vilian production at the 
(Please turn to page 523) 
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eRe «THE STOP-GAP FREEZE 


By E. K. T. 
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a res 


HEADLINES didn’t tell the complete story of the “‘vic- pr 
offer 


tory” won by Miss Vivian Kellams in her protracted 
fight with the Treasury Department, based on her 
refusal to act as a “deputy tax collector” and with- 
hold wages from employees in her Connecticut plant. 


Employers acting upon the assurances of the heai. 
lines may find themselves in serious, costly trouble, 
The issue did not involve the constitutionality of the 
withholding law, it didn’t even embrace the widely. 
publicized contention that an employer can fore will 
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the Treasury to devise other means to collect the | ‘chars 
funds. The presiding judge thinned the issue tp) 4, G1 
WASHINGTON SEES: whether the defendant thought the law was invalid | 3) 
tue : and tried reasonably hard to find out; if so she was 
e price-wage freeze was stop-gap action, but innocent. The jury so held. made 
at least it was action and that is what the public . 
_ Senet rs pipet ENACTMENT of a new tax law will be a more difficul 
taken to be a good ei Its authors frankl a ee — - —— oom, a 
admitted it will do little more than slow the vd — we — yoo lay eo yeni appronchag : suet 
sh paeeagh dei aage.enatalnnioiaini normal legislative action. Best guess here is that the F pass: 
for short duration. But in spite of the known fact clic tng it a Mey Diced -sod pri ae a lat 
se ee 2 _ tial government agencies be eliminated and non. | a 
eben a age cctaiiael mana dalle defense spending cut to the bone has been terrific or ac 
Sackediby-apeiiemabumnenh te atin. and has lifted the campaign far above the usual | to cl 
duction Act is any attack on the rising cost of many Se Amounts to be slashed range 
essential foods. Agricultural products selling below ete ee ~~ asked that t 
parity—many of them are—cannot be subjected to - a we 
ceilings. Cotton prices have been exempted for the os ik ey OL Si 
perfectly acceptable reason that to do otherwise cig gles > igo the = yer perc 
would interfere with the production increase pro- — atm mihons trom Gelense comer OB | 3951 
‘ _ sped through the House on the day of its introdue- 
gram. And there is no reason to hope that ceilings aia g + wll yc 7 — yy 
caeenngeiiiy gnen-danne wil eane Milmasie in tion, instead of requiring the allocated two days of | — 
Peel ae, A anges oma Poy taniy Ah snore Ae debate. Not a vote was cast against it. But the Senate | "We | 
shee: tabnaed seuieby ak Sepia Guile ~cilllinn tacconn may look more closely at the terms of the new meas | 
cuttunding exemple—which cannot eflectively be ure. It very largely exempts agriculture; contract: 
mice anutialed vilink agente con rniiel on which annual receipts or accruals do not exceet Secu 
with the countries of origin, which is hardly to be . $100,000; some products of the mines, the oil fields, wide 
empected. and the forests; gives a five-man board power to el- com 
ines te aes tees ee large these exemptions. Viewing the exceptions some | , 
rounded by assurances that it really doesn’t mean members of the Senate want to know just what x Bens 
what it says. Collective bargaining ¢ontracts will included before they vote, they say. ht 
continue, cost-of-living rises and other factors will Ene | 
control the movement of the pay scales, inequalities — =~ doing very well so far as their share 
will be adjusted, recent pay boosts such as the of the consumer’s food dollar is concerned, in “ 
miners received are only stalled, not rejected. And of the fact that President Truman expressed ‘ inte 
industrial peace must be preserved—which seems thought that the contrary was true. A few days after How | 
to me that strikes for higher pay are already Mr. Truman spoke, USDA said the farmer now rt unde 
partly won. ceives at least 50 cents of each food dollar, againsta  “UCe 
post-war low of 46 cents in the closing months of in t 
mes «= 149 and a prewar figure of 40 cents. 




















Heavy defense spending on industrial contracts 
foreshadows the inevitable investigations and mindful of the 
way that enterprise paid off in the case of Harry S. Iruman, 
strings already are being pulled to win coveted assign- 
ments. But at last one member of congress is looking beyond 
the political aspects and, obviously drawing upon the record 
of sad experience by businessmen and industrialists who 
were badgered by senators and counsel, is writing a code of 
fair treatment to be observed, he hopes, by all committees. 
The trend on Capitol Hill seems to be running that way. — 
The house committee on un-American Activities has a "reform" 
program uder consideration. 







































































The: senator authoring the code is Paul H. Douglas 
of Illinois. He proposes that any person who believes 
testimony in a public hearing tends to defame him, may Submit 
a statement. orally or in writing, and havo it made a part 
of the official record. “Such a person would have the right 
to summon witnesses, cross-examine others — within time 
limits. Also the right of counsel would be guaranteed. 

No report or statement would be made public ¢ unless a approved by a committee majority in 

a regularly called meeting. (The lobby investigating committee's democrat members 
offended against that principle, the republicans charged...and proved.) 
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uble, 


“9 Filing of new antitrust cases and prosecution of those already in the courts 


fore will be suspended by the Department of Justice if it is shown that defending against the 
t the | “charges would take from the important job of aiding the defense program,. This, says 

le to H. Graham Morrison, department truSt-buster, means interference not inconvenience — 
valid | 911 litigation is inconvenient, he agrees. Where action is suspended, motions will be 
or made in court to preserve the government's interests. 























ficult In World War 2, stays of antitrusi proceedings were not uncommon. The method 
hink, § of determining in what instances the government should hold off was not a complete 

ing a success. Applications were filed by the affected individuals or groups and these were 
tthe § passed on by the military procurement agencies. Quite often the Justice Department made 
hia alater and contrary decision. Result was that counsel and facts had to be summoned 

non again. Always there was uncertainty. Under Morrison's plan, application for suspension 
rrific of action will be made direct to the Justice Department, decision will be final, subject 
usual | to change only if essentiality of the defendant's concentration on defense work changes. 















































ange 
“that Production, scientific and technological progress will win the hot or cold war, 
| not federal controls (although the latter are necessary), says the President's Committee 
of Economic Advisers, speaking through Chairman Leon Keyserling. He estimates seven 
a | percent of total production now is going inio the defense effort, figures the total by 


due. | 2951's end will be 20 per cent. That supposes: shooting doesn't start in the meantime. 
vg of | Meanwhile, Keyserling speaking to the Council on Education here had these dolorous words: 


mate f “We can't have as many schools, teachers, or students. We've got to face that fact." 
leas: 
racti Pensions for workers, as they huve developed in industry outside of the Social 
olds, Security Act, are reviewed in a Congressional Library abstract that is certain to have 
—~ wide circulation among the collective bargaining agents of labor and managemet. 

some F Summaries of 16 current publications on the subject are presented. These deal with the 
at is § overall economic and social problems of pensions with some specific administrative 

| problems and with relation of pensions to collective bargaining. An introduction covers 
the development of pensions systems from pre-depression years to the present. 












































hare 
= Treasury Department is under pressure to offer the inducement of a higher 

fter interest rate to keep E Bonds in the category of popular investment, and will yield. 

1 Te. How far the government will go hasn't been determined, but as high as three per cent is 

st a under ¢ consideration. As of Jan. is 34.5 billion dollars was the aggregate of investment 


s of in this type of bond, many of them nearing maturity date: 1 billion this year, 4 bil- 
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lions next year, 11 billions in the two following years. The inflationary effect of 
cashing-in is a source of worry to the Treasury. 7" 


Secretary Snyder has put forth his program as a "feelor." It involves sales 
pressure to keep the E Bond going, plus a go Signal from congress to extend the maturit. 
datos another 10 years. Those who accept the new maturity dates would benefit by an 
accelerating interest rate which, over the new LO-year span would bring the return to 
2.9 per cent compounded. Considered hopefully is the possibility that the public may 
be more inclined to leave its money in the government as it finds surplus money on hang 
and houses, radio, refrigerators, and many other items unobtainable in a buyer's 
market. Rep. R. L. Doughton, ways and means chairman, has taken the initiative by intro. 
ducing a bill carrying out the Snyder program. Early hearings are planned. 
































Plans to beat the 10 percenter (he’s the 5 percenter, plus inflation) have 
been put before Defense Mobilizr Charles E. Wilson in the form of a setup utilizing 
staffs of more than 500 Chambers of Commerce as voluntary area procurement officers for 
the armed forces. Congressmen are heavily backing the idea; it would decentralize pro- 
curement and they still remember the last war when they were importuned to act as 


"agents" for constituents with profitable ideas on how to win the conflict. There are 


ee 























about 3,000 Chambers of Commerce in the country, many of them inactive or away fromthe ~ 


industrial areas, therefore not considered in the plan. 


Machinists Union, one of the country's largest, has launched its own manpower 
recruitment plan and the defense mobilizers are happy about it. The union's executive 
council has issued an appeal to all tool and die makers, machinists, auto repair mechanics 
and journeymen in related branches of these trades to polish up their tools and return 
to the shop if they are not now working at occupations using their highest skills. 
Demand for qualified journeymen exists in aircraft, on the airlines, the railroads, the 
shipyards and many other lines of production. ‘he Washington office of IAM will act asa 


clearing house, serving both management and the returnees, matching up man and job. 
































The burden of the times, like charity, may begin at home. At least that is the 
present outlook at offices of the National Producion Administration and Economic Stabiliza- 
tion Agency. Sources of the pleading for sacrifice of time and convenience to make the 








eee 


federal employees, forcing the hand of other administrative groups in Washington. Some 
defense agency workers now add a Saturday half-day to their schedules but the practice 
isn't general and there's no overall White House=-set policy. It's understood that 
President Truman will suggest, not insist on, a 48-hour week. Suggestion probably will 
be sufficient. 























Then, too, the matter of higher taxes may strike home — hard. The $50,000-a- 
year salary raise given President Truman by the last congress is free of federal tax. 
That fact has been frequently mentioned sinc the Chief Executive made his "we all must 











been piling up. 





Mr. Truman's position is clear: he didn't ask for it in the first instance, he 
said; and, he reminded the congressmen through the medium of his press conference, that 
they might be kicking over an applecart if they strike down the exemption. Newsmen noted 
more eye-twinkle than usual. There was good reason. If the lawmakers vote to makt HT 
pay, they'll have to take the same action with respect to their own $2,500-a-year tax- 
free "expense" item, passed at the same time. 




















Federal agency executive concerned with employment thought they had heard every- 
thing, and now they have. The Washington Navy Yard, keeping abreast of current trends, 
granted a wage increase to the production staff; then sat back to receive plaudits for 
being a "model employer." Instead, the CIO stormed the yard with a complaint that the pay 
boost was too high! Stated reason was that the fatter pay envelope would attract men from 
private shipyards, slow or stop that operation in favor of government shipyards. Pos- 
sible reason is that AFL is strong in the government yards while CIO has the private 
facilities organized. 
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4, is not an 


overstatement to 
say that if the 
Western World is 
tosurvive another 
global conflict it 
must have a firm 
grip on the Middle 
East. This is be- 
cause of the stra- 
tegic importance 
of that region as 
the hub of East- 
ern Hemisphere 
transportation, and because of the Middle East’s 
fabulous wealth of petroleum. 

It seems that at the present time, oil is Mr. Stalin’s 
Achille’s heel. Russia’s petroleum production and 
exploitation has failed rather badly to keep up with 
the expanding requirements of her mechanized divi- 
sions and her new navy. However, with the Middle 
Eastern oil resources under her control—and Russia’s 


/ mechanized armies need to travel only some 350 miles 


toreach the nearest wells in Iraq—the Kremlin’s wor- 
ries over petroleum would be solved. More than that. 
Ina year or two, Western Europe will be almost en- 
tirely dependent upon Middle East petroleum. Her 
armies, airfleets, and navies would be crippled with- 
out this oil unless the Western Hemisphere was able 
to come to her help without delay. 

Consequently anything that may affect the output 
and security of the great Middle East oil fields is of 
vital interest not only from the viewpoint of the 
American companies which have invested there some 
$600 million, but also from the viewpoint of the West- 


) em World’s security. 


One such development concerns the recently con- 


cluded new royalty agreement between the Arabian 
_ American Oil Co. and the Saudi Arabian Government. 


This agreement, calling for a 50-50 split in net profits, 
ls likely to shake the financial arrangements of all 
the great oil companies in the Middle East. The na- 
tionalists in Iran, where the royalties paid by Anglo- 
fanlan were already raised last summer, now are 
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OIL of ARABY 
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also asking for an 
equal share of 
profits. 

With petroleum 
production in the 
Middle East ex- 
panding by leaps 
and bounds, the 
upward revision 
of royalties means 
more gold, dol- 
lars, and sterling, 
and consequently 
more purchasing 
power and trade. But the Western World is also inter- 
ested, if it is asked to spend huge fortunes every year 
in royalties, in seeing that the money is used in con- 
structive ways; in the improvement of the economic 
conditions of the common people, who by western 
standards are living as a rule in grinding poverty, 
and in strengthening the defense of this highly vul- 
nerable area. Otherwise the discontent and the lack 
of defense may land them in the Russian net despite 
the fact that as Moslem countries they are bitterly 
opposed to communism. 

The presence of oil in vast quantities in the Middle 
East has been known since Biblical times, but the 
exploitation did not begin until the first decade of this 
century, in Iran. From there the exploitation spread 
in the middle 1920’s to Iraq, and in the 1930’s the 
presence of oil was discovered in Saudi Arabia, the 
kingdom that occupies most of the Arabian peninsula 
—an area nearly one-third as large as the United 
States. The six million or so people of Saudi Arabia 
are ruled in a more or less feudal manner by King Ibn 
Saud. Except for a few cities where simple manu- 
factures are made, the people are nomads with but 
few needs. 

Exploration proved highly rewarding not only in 
Saudi Arabia but in the neighbouring areas as well: 
the world’s largest petroleum pool was uncovered in 
Kuwait, a small sheikhdom under British protection 
at the head of the Persian Gulf; two other British 
protectorates, Bahrein (a group of islands) and Qatar 





aeg 






(a peninsula jutting into the Gulf) also seemed to be 
“floating” on oil. Oil bearing areas were uncovered 
in northern Iraq, rather dangerously close to Russia’s 
border. Oil is also known to exist in the Negeb area 
of Israel, and in the vast hinterland of the British 
protectorate of Aden, authority over which (oil bear- 
ing areas) is also claimed by another Arab kingdom, 
Yemen. 

Before the last war, in 1938, it was believed that 
the Middle Eastern area contained a reserve of about 
51/4, % billion barrels, or about 15% of the world total. 
As a result of the discoveries of the past decade, the 
proven Middle Eastern reserves are now placed at 
over 40 billion barrels, or some 45% of the world 
total. And there is unquestionably more oil. Hence 
there is a real reason why the Middle East must be 
held at any cost if the democratic world is to retain 
control of these vital resources. 

The commercial conquest of the Middle East oil 
fields has not been without financial risks. Native 
labor was entirely uneducated for the kinds of jobs 
necessary to oil production and refining. Consequently 
a large number of employees had to be brought in 
from the States and Western Europe. Whole new 
towns had to be built to make the desert habitable. 
Potable water in particular has been a costly prob- 
lem; it has to be supplied to some settlements by 
tankers. 

Another problem has been the transportation of 
oil to the consuming areas in Western Europe. Fuller 
exploitation had to wait for the construction of pipe- 
lines. For example, it is estimated that the Trans- 
Arabian pipeline (TAP) which brings oil from the 
American-operated Saudi-Arabian fields to Sidon in 
Lebanon will save not only shipping space but_also 
the Suez Canal toll which is 18 cents a barrel. This 
pipeline, one of the major accomplishments of Ameri- 
can engineering skill, was finished a few months ago 
at an estimated cost of more than $250 million. How- 
ever, the very distance that Middle East oil has to 
travel to Western Europe presents a problem, since 
pipelines can be attacked from the air, and tankers by 
submarines. 

- In 1938, the Middle East produced about 280,000 
























































































World Oil Production and Reserves 

Production Reserves 
(000 bbls. per day) (in billions of bbls.) 
1940 1950 1938 1950 
Sean Cee, 2px ee eee 181 700 12.00 
eee = 3a5 ' 11.00 
BME eet cts Sidewes 66 135 8.25 
Saudi Arabia ........... 14 625 9.00 
Bahrein and Quatar ; 19 65 .50 
Total Middle East 280 1,860 5.20 40.75 
Le eee 508 1,490 2.50 9.50 
SS EE Oe ee 23 77 .50 1.50 
OS SEER Regehr eane 120 194 .60 1.30 
Other West. Hemisphere. 229 265 50 1.10 
West. Hemisphere 880 2,026 4.10 13.40 
ERO ion. ; 40 84 ; .20 
Indonesia ....... 170 140 1.70 1.05 
Other Asia ......... , =a 102 : 1.00 
United States ..... ae 3,697 * 5,403 17.30 28.60 
Western World ..........5,121 9,615 28.30 85.00 
Russian Orbit .................. 744 872 5.90 5.00 

















barrels of oil daily, which was less than 5% of thy 
world output including Russia’s. Its refining capaci, | 





was about 250,000 barrels daily, or about 3% of the & 


world’s capacity. But by the latter half of 1950, the 
Middle East fields were producing 1,860,000 barra, 
daily. As will be seen from the appended tables, y) 
other area, not even Venezuela, has shown such ¢ 
prodiguous expansion. By 1958, it is expected that 
production will have risen to at least 2,400,000 barrels 
daily, or nearly half as much oil as the whole world 
produced before the war. 


Anglo-Iranian—Largest Middle East Producer 


The oldest and still the largest Middle East py. 
ducing company (and the biggest single producer jy 
the world as well) is the Anglo-Iranian Co. Lij 
Some 56% of its stock is now held by the Britis 
Government which began investing in the company a 
the British navy began to convert to fuel oil. Its seven 
major fields, which produce about 700,000 barrels 
daily, are connected by a pipeline system some 1,000 
miles long, with the world’s largest cracking unit at 
Abadan (capacity about 500,000 barrels daily), from 
which petroleum products are distributed east of Sue 
as far as Australia. Anglo Iranian’s revised agree. 
ment with Iran (not yet ratified by that country’s 
Parliament, however) increased the royalty pay. 
ments by about 50% to the equivalent of about 32 
cents per barrel to be paid in part in gold or dollars, 

Iraq Petroleum Co., Ltd. is truly an international 
outfit. 5% of the stock is owned by Mr. C. S. Gulben- 
kian, a mysterious, fabulously rich Armenian who 


resides in splendor in Lisbon. Of the remaining 95%, © 
one-half of the stock is held by the British (Shell and 


Anglo-Iranian), one-fourth by the French (Ci 
Francaise des Petroles), and one-fourth by American 
interests. (Largely Standard Oil of N. J. and Socony- 
Vacuum.) The bulk of I.P.C.’s output of some 140,000 
barrels daily goes as crude oil via pipeline to Tripoli 
in Syria for distribution in the Mediterranean mar- 
ket. The other fork of the pipeline that crosses the 
Syrian desert ends in Haifa, now in Israel, where the 
company has a refinery. But because of prevailing 
political tension, the Iraqi Government refuses to 


allow any oil to flow to Haifa, and consequently the | 


refinery there had to be shut down. 

Besides getting oil out of the huge sixty mile long 
Kirkuk field in East-Central Iraq, I.P.C. is under 
contract to bring Basrah field (Southern Iraq) and 
Mosul Field (Northern Iraq) into production. The 
Basrah field is already producing, but the develop 
ment of the northern field will have to wait for the 
construction of a pipeline to Banyas on the Syrian 


coast. The I.P.C. now pays the equivalent of about 3! | 


cents per barrel to the Iraq Government, which i 
badly in need of money to increase the area under 
irrigated cultivation. 

The third big producer, Kuwait Oil Co. is half 
British (Anglo-Iranian) and half American, (Gulf 
Oil). Astride the world’s biggest oil pool, estimated 


to hold about 11 billion barrels, Kuwait Oil brought | 


BOTY 


SAD 





svt 


its production within a few years’ time (one of the © 
most extraordinary developments in the industry) to © 


some 350,000 barrels daily. The company operates 4 
small refinery, but the bulk of its output is crude oll 
marketed east of Suez, or bought under long-term 
contracts by oil distributing organizations. Kuwait 
Oil is reported to be paying a royalty of only about 
12 cents per bbl. to the local Sheikhdom which 1s 
about as large as (Please turn to page 525) 


THE MAGAZINE OF WALL STREET | 












the 
acity | 
the § 


, the 
rrels 
S, No 
ch a 
that 
Trels 
vorld 


rr 


pro. 
er in 
Lta, 
ritish 
ny a 
seven 
rrels 
1,000 
nit at 
from 
Suez 
gree- 
itry’s 
pay- 
ut 32 
llars, 
ional 
Iben- 

who 





95%, | 
] and 


(Cie 
rican 
cony- 
0,000 
ripoli 
mar- 
is the 
e the 


viling | 
es to f 
y the | 


long 
inder 
) and 


. The A 








relop- | 
rv the f 
yrian | 
ut 34 ; 
ch is | 


inder 


half 
(Gulf 


nated © 


yught 
f the 
vy) to 
ites a 
de oil 
term 
ywait 
about 
ch is 
525) 


etude 


REET 






4 


* * 


Potential 


* 


IARKET LEADERS 


for L951 


By THE MAGAZINE 
OF WALL STREET STAFF 
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As every year at this time, we are submit- 
ting to our readers ten stocks chosen for potential 
market leaders in the current year and analyzed in 
thumbnail fashion on the subsequent pages. Our 
selection has been made after careful study and rep- 
resents companies which we believe offer the pros- 
pect of good business and substantial earnings, and 
whose stocks therefore should enjoy above average 
appreciation during the year ahead. It is in the lat- 
ter sense that we apply the term “potential market 
leaders.” 

Considerations of mere speculative appeal have 
played a relatively minor role in selecting these equi- 
ties from a sizeable list of likely candidates. In ac- 
cordance with our policy, our recommendations are 
based not only on the intrinsic value of the stock in 
terms of financial position, management, past rec- 
ord, earnings and dividend prospects plus attractive 
income return, but also on technical considerations, 
market sponsorship and other pertinent factors. 

In short, we have applied all the usual criteria 


| that necessarily and prudently enter the selection of 


securities. But particular emphasis has been placed 
on the forthcoming industrial and economic environ- 
ment, an industry’s and company’s status in a de- 
fense economy, its operating outlook in an era of 
controls and restrictions, and especially also its tax 
position—its vulnerability to excess profits taxes. 

Thus among our selections are the stocks of com- 
panies in industries with substantial demand pros- 
pect in the foreseeable future, but companies also 
that should do well in peace as well as in a defense 
economy. Most of them have few or no conversion 
problems, are of major importance to the economy 
and hold a strategic position in the defense effort 
such as steel, oil, non-ferrous metals, paper, rubber 
and the railroads. 

In every case, our choice has been dictated by a 
variety of factors which we believe may combine 
to render acquisition of these shares at the proper 
time profitable. Above all, under today’s conditions 
of high personal taxes and high living costs, we have 
given recognition to the need of high income yield 
and ample dividend coverage even in the event of 
FEBRUARY 
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declining earnings, a factor that 
should act as a positive influence 
on future market action of stocks 
so protected. 

As to the timing of purchases, 
we feel that the near future may 
bring more opportune buying 
points than current price levels 
afford. In our view the market, 
while displaying amazing vigor 
despite its advanced stage, is not 
likely to push forward aggres- 
sively until some of the uncer- 
tainties lying immediately ahead 
will be clarified. This relates par- 
ticularly to potential impacts of 
price and wage controls, and 
other restrictions as well as new 
taxes, and in no small manner 
also to what will happen in the 
critical field of international pol- 
icy. Recent market action has 
shown that stocks remain quite 
vulnerable to developments in 
this respect which are bound to 
influence the size, scope, intensity 
and duration of our defense ef- 
fort. In view of this, our advice is 
to withhold commitments at this time until the 
nearer term market outlook becomes clearer, or until 
better buying levels are at hand. 

Gauging the market outlook at this time must take 
into consideration not only technical factors and 
the market’s prolonged advance, underlying sup- 
porting factors such as insistent investment demand 
to hedge against inflation and obtain adequate income 
return, but also the at least temporarily unsettling 
potentials inherent in the transition to a semi-war 
economy, the higher corporate taxes looming ahead, 
and the potential new market risk implicit in anti- 
cipated price roll-backs. Most of these factors are 
bound to make for lower earnings, and thus inject a 
measure of uncertainty, clarification of which will 
take some time. 

We suggest that our readers carefully follow the 
A. T. Miller market analysis in each issue for guid- 
ance in timing future purchases. He will inform 
you of the opportune time to buy the securities we 
have selected and he will—later—also advise you 
when to sell so as to realize maximum profits. If 
in the course of the year, developments should arise 
which might suggest revision of our list of recom- 
mendations, Mr. Miller will likewise inform you. 
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AMERICAN SMELT. & REFIN. 


es t 





Adjusted 
Price Range 
1929 - 1935 
7 RE a ASTRA 18 High — 108% 

— Funded Debt: 

7 Minority Int: 

—+— Shs. $7 Pfd: 
—_{}—— Shs. Commons 

Piscal Year: 


THOUSANDS OF SHARES Estimated 


1947 1948 1949 1950 
65_| 13.47 | 8.22 
5.50 | 5.00 


AMERICAN SMELTING & REFINING COMPANY 


BUSINESS: Company derives its main revenues from the smelting and refining 
of non-ferrous metals, such as copper, gold, silver, lead and zinc, although 
mining operations are fairly substantial, and fabrication is attained through 
an affiliate, Revere Copper & Brass Company. 

OUTLOOK: Military demand for non-ferrous metals, especially copper, lead 
and zinc, has become so insistent that the latter have been put on the 
critical list, with strong indications that they will remain there for an in- 
definite period. Since ore production will be stepped up by all miners to 
meet military requirements, capacity operations are indice ied for American 
Smelting & Refining in its role of processor. The recent pi'ce freeze at_a 
date when metal prices had risen strongly for several months, should enable 
this company to operate at an unusually hich level without risk of incurring 
inventory losses during 1951, as there is - 1 chance of any price decline 
or roll-back. Operations should benefit from capital expenditures that ex- 
ceeded $80 million in the past decade. In the same period, working capital 
has increased by some $40 million to $112.2 million, of which cash assets 
represent a substantial portion. The sharp upturn in metal prices following 
Korea, together with increased refining activity, offset lean earnings in the 
first quarter and produced net earnings of $8.45 pe rshare for the first 
nine months of 1950, while large profits in 1947-49 probably make the 
company immune to excess profit taxes for the full year. Net for all of 1950 
should be around $11 per share. In view of the prospect for steady and 
high level operations in the current year, the outlook for satisfactory earn- 
ings is assured despite increased taxes. 

DIVIDENDS: Unusually stable earnings and strong finances have created an 
unbroken dividend record since 1936. Payment of two specials totalling $3 
in 1950 brought the total per share for the year to $6. On March 3, 1951, 
$1 per share will be paid. 

MARKET ACTION: Recent price—76 compares with a 1950-51 range of 
high—77'2, low—50. The current yield of 7.9% seems dependable. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1940 1959 Change 

ASSETS (000 omitted) 
Cash : $ 14,180 $ 12,777 —$ 1,403 
Marketable Securities 7,240 42,018 + 34,778 
Receivables, Net 15,539 30,531 + 14,952 
Inventories 61,179 93,975 + 32,796 
TOTAL CURRENT ASSETS 98,138 179,301 + 81,163 
Plant and Equipment, Net 48,119 72,431 24,312 
Investments 19,212 37,726 + 18,514 
Other Assets 5,434 6,308 - 874 
TOTAL ASSETS $170,903 $295,766 +$124,863 
LIABILITIES 
Accounts Payable $ 13,003 $ 25.441 +$ 12.458 
Accruals : 3,370 7,039 + 3,669 
Accrued Taxes 10,001 34,560 + 24,559 
TOTAL CURRENT LIABILITIES 26,374 67,060 + 40,686 
Reserves penovisesinccsiesthzann. aD 29,123 + 4,987 
Other Liabilities se 688 3,199 + 2,511 
Preferred Stock 50,000 50,000 
Common Stock 43,620 65,537 + 21,917 
Surplus eset 26,085 80,847 + 54,762 
TOTAL LIABILITIES $170,903 $295,766 +$124,863 
WORKING CAPITAL $ 71,764 $112 241 +$ 40,477 
I IUD ons ca cess ssntesssivccbeasissccacckuceeos 3.7 2.6 — 411 
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ATLANTIC REFINING CO. 
Adjusted 


——j High - 
Funded & Long Term Debt: $34,534,054 ——i low -~% 
Shs. $4 Cv Pfd.: 1h7,980---$100 par 
Shs. $3.75 Pfd. Br 352,000—-$100 par 
Shs. Common: 2,685 ,643-——-§25 par 

Years Dec. 31 





—$j—$__$__}___} 
THOUSANDS OF SHARES + 


1939 1940 | 1941 1942 1943 1944 1945 1946 1947 1948 1949 
1 76 8.30 1 | Jet ote 03 ° 
29 ; tL 4 A 5 = 


a! 





ATLANTIC REFINING COMPANY 


BUSINESS: Company’s main activities are the marketing of gasoline, 
motor oils and other petroleum products that it refines, along the Atlantic 
Seaboard. Operations are quite well integrated, with crude oil reserves 
estimated at over 500 million barrels. 

OUTLOOK: The territory served by Atlantic Refining, extending from Mas- 
sachusetts to Florida, should continue as the most important consumer of 
petroleum products in the country. The company’s largest refinery, located 
in Philadelphia, is well situated to make shipments up and down the coast 
to more than 11,000 retail outlets, while a smaller refinery in Texas serves 
the rapidly growing southwestern area. The company also is active in several | 
foreign markets. As about 50% of crude oil requirements are produced 
from Atlantic Refining’s own wells and ownership of nearly 3000 miles 
of pipe lines promotes economical deliveries to the refineries, operating costs 
are well controlled. With assured prospects of sustained civilian demand, 
supplemented by increasing military requirements, this established petroleum 
operator should experience excellent business in the current year. Firmer 
prices established last year should hold steady in 1951. $13.09 per share was 
earned last year on the number of shares outstanding at the end of 1950, 
despite heavier income taxes. Large earnings in the 1947-48 period eased 
the impact of excess profits taxes, a factor that should be a continuing 
advantage. Heavy deductions for depletion should reduce tax liabilities 
and large capital investments could diminish the impact of EPT. A comfort- 
able financial position is indicated by the retirement of $16 million short term 
debt in 1950, as well as of all outstanding convertible preferred stock. 
DIVIDENDS: Payments have been maintained without break since 1927. 
In 1950, following a 50 cents dividend in the first quarter, 75 cents a share 
was paid in the last three quarters, or a total of $2.75. On January 15, 
1951, a stock dividend of 20% was distributed. $1 per share will be paid 
on March 15. 

MARKET ACTION: Recent price —67 compares with a 1950-51 range of 
high—75%6, low—36%4. At the new rate, dividend yield will be 6%. 


COMPARATIVE BALANCE SHEET ITEMS 


Age eerreyre nm nee me 


December 31 

0 1949 Change 
ASSETS (000 omitted) 
Cash : $ 18,663 $ 19,970 +$ 1,307 
Marketable Securities 2,136 7,117 + 4,981 
Receivables, Net 10,442 29,191 + 18,749 
Inventories 25,992 65,166 + 39,174 
TOTAL CURRENT ASSETS 57,233 121,444 + 64,211 
Net Property 145,997 271,811 + 125,814 
Other Assets 5,096 12,768 + 76 
TOTAL ASSETS $208,326 $406,023 +$197,697 
LIABILITIES 
Notes & Loans Payable $ 16,300 +$ 16.300 
Accounts Payable 4,739 35,069 + 30,330 
Accruals 7,341 15,377 + 8,036 
TOTAL LIABILITIES 12,080 66.746 + 54,666 
Long Term Debt 25,000 34,200 + 9200 | 
Reserves 8,848 8,446 — 402 
Other Laibilities 368 572 o~ = 
Preferred Stock : 14,800 49,998 + at 
Common Stock 66,600 66,522 _ 909 
Surplus fe i . 80,630 179,539 + %; 4 
TOTAL LIABILITITIES $208,326 $406,023 +$197,6 
WORKING CAPITAL $ 45,153 $ 54,698 4+$ 9,545 
CURRENT RATIO ooo cioccs ccs cnercascnncss 47 1.8 — 29 
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BETHLEHEM STEEL BS 


7 Ge a 





Maas = 
Price Range — a 
1929 - 1935 — 

High -— 47 

Low - a 


jeavy Steel Prod. 


Funded Debt. $168, 564,000 
tne. $7 Pfde 933,887  ~$100 par 
Shs, Common: 9,582, 942— no par 
Fiscal Year Dec 31 


THOUSANDS OF SHARES 


1943 19044 1945 


BETHLEHEM STEEL CORPORATION 


BUSINESS: Company ranks as the second largest in the steel industry and 
as the foremost shipbuilder. Substantial fabrication supplements well in- 
tegrated production of steel. 

OUTLOOK: Despite greatly increased capacity during postwar and plans 
for a vast expansion in the next few years, it looks as if Bethlehem Steel 
has well assured markets for every ton of steel it can produce in the fore- 
seeable future. During 1950, the company’s production of finished products 
established all time records as rated capacity gradually expanded to nearly 
16 million tons of ingots by the end of the year. By the end of 1952, an 
additional tonnage of 1.6 million tons should become available upon 
completion of the presently planned $300 million expansion program. For 
a substantial portion of these outlays, Bethlehem expects to receive cer- 
tificates of necessity and permission to amortize the facilities within a five 
year term, thus reducing taxable earnings considerably. The management 
has stated that no government funds will be needed to finance construction. 
Net billings in excess of $1.4 billion in 1950, the largest since 1943, enabled 
the company to report net earnings of $122.9 million or $12.15 per share 
compared with a former peak of $9.68 in 1949, although income taxes last 
year rose by $58 million. Bookings in the December quarter were $472 
million and unfilled orders on December 30 stood at $607 million, including 
$73 million of shipbuilding business. While net profit margins in 1951 
may not equal the 8.5% for 1950, depending upon sizable adjustments for 
depreciation and taxes, net earnings should continue to be eminently 
satisfactory. 

DIVIDENDS: Since 1939, payments have been uninterrupted. In 1950, divi- 
dends totalled $4.10 per share, including a distribution of $2 in December. 
On March 5, a quarterly dividend of $1 will be paid compared with 75 
cents last September. 

MARKET ACTION: Recent price—53%4 compares with a 1950-51 high of 
57 and a low of 30%. The current yield is about 7.3%. 


COMPARATIVE BALANCE SHEET ITEMS 







December 31 

1940 1949 Change 
ASSETS (000 omitted) 
Cash sseuiaealcte icc suias deco ipocdan onsen esa cabie $ 85,836 $110,194 +$ 24,358 
Marketable Securities .0..0.00......0.cccccccceee a 204,292 + 204,292 
Receivables, I oo oseon cece ssevacasanscosanccscetsctecs 421 92,953 + 26,532 
| ie ES Saeco SU Se ivenael 135,065 189,214 + 54,149 
TOTAL CURRENT ASSETS .00000000.0....cccccceees 287,322 596,653 + 309,331 
Plant and Equipment ..... 810,793 1,186,207 + 375,414 
Less Depreciation o.oo... ..cccccesecsssseseeeee 351,514 1,609 + 310,095 
MBER Scope ccc eces cs ccsacssecalticeccscce: 459,279 524,598 + 65,319 
NT DU es Ae eS iy 17,12 34,216 + 17,093 
MIT NN sons csc Svs cos facésevpiacectnate teens $763,724 $1,155,467 +$391,743 
LIABILITIES 
(SC CU ee ere $ 35,234 $ 58,902 +$ 23,668 
Accrued Taxes . 30,132 83,239 + 53,107 
Accruals .......... Mh screens . 26,254 72,100 + 45,846 
TOTAL CURRENT LIABILITIES . 91,620 214,241 -+- 122,621 
MINN oe eels cs cvassiais 9,567 30,299 + 20,732 
Other Liabilities ... 8,572 7,167 — 1,405 
long Term Debt . 180,751 169,564 — 11,187 
Preferred Stock ... 93,388 93,388 aie 
Common Stock ..... 283,574 303,460 + 19,886 
ae . 96,252 337,348 + 241,096 
WRPPE CVAD ULGTNES, oo onnccsoqssessccssessasevesonesce $763,724 $1,155,467 +$391,743 
WORKING CAPITAL oou..0....cccccceccecseessesseesees $195,702 $ 382,412 +$186,710 
ri 3.1 2.8 a 3 
FEBRUARY 10, 1951 
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—_ Long Term Debts $35,418,107 

— Minority Interest: $682,11L 
“Shs. $4,00 Pfd. 138,600 —§100 par 
— 45,935---$100 par 
—=—= Shs. $3.50 2nd pta.98,082—100par 
—— Shs. Commons 3,898, 000-——-$1 par 

— Fiscal Year Sept 30 


THOUSANDS OF SHARES ft TF 
en Pi TEN AS TNS 


‘oo | ee 
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1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 


BURLINGTON MILLS CORPORATION 


BUSINESS: Company is the largest producer of fabrics made from syn- 
thetic fibers, of ribbons, as well as an important manufacturer of fabrics 
using natural fibers. A complete line of hosiery, draperies, bedspreads and 
napkins is also produced. 
OUTLOOK: With heavy national defense outlays assuring high level 
national income, the outlook for Burlington Mills seems very encouraging. 
The increasing scarcity of hard goods should expand the amount of dis- 
posable income available for the purchase of soft goods. This strongly 
entrenched concern should experience a highly satisfactory demand from 
garment manufacturers, retailers and the large mail order houses with 
whom it does business. As a result of expenditures exceeding $50 million 
in postwar for plant improvements, Burlington is well situated to meet a 
possible record demand for its various products, provided no serious 
shortages of rayon and nylon fibers hamper operations. As suppliers of 
these essential fibers have continually expanded production, Burlington 
at least should obtain a generous share. While rising costs and heavy 
competition last year brought narrower margains than in the record year 
1948, increased unit sales enabled the company to earn $6.86 per share 
in the fiscal year ended September 30, 1950, on dollar volume of $286.9 
million, in both instances, the second best showing in a long history. The 
company is fairly well sheltered against the impact of excess profits taxes 
and could well benefit by smoother operations under a wage-price freeze, 
especially as volume should continue large. Chances of inventory losses 
are slim and the company carries ample reserves against such con- 
tingencies. Finances are exceptionally strong. 
DIVIDENDS: Stockholders have received dividends without interruption 
since 1937. Payments, including a 50 cents extra, totalled $2.12% per 
share in 1950. The quarterly rate was lifted to 50 cents in the first 
quarter of fiscal 1951. 
MARKET ACTION: Recent price—30'2 compares with a 1950-51 high of 
32%, low—17%4. The current yield based on 1950 dividends is 7%. 
COMPARATIVE BALANCE SHEET ITEMS 









September 30 
940 1950 Change 

ASSETS (000 omitted) 

| SS ee ae Ona RES ee ee Te $ 726 $ 18,382 +$ 17,656 
Marketable Securities 2.0.2.0 ...............:000005 10,605 10,605 
Receivables, Net ....... 7,084 43,779 + 36,695 
Inventories 2.0.0.2... 8,621 62,427 + 53,806 
TOTAL CURRENT ASSETS 16,431 135,193 + 118,762 
Plant and Equipment ........... 13,348 108,520 + 95,172 
RIES enon nannies 2 


Net Property 











Other Assets 
TOTAL ASSETS ....... 
LIABILITIES 
Accounts & Notes Payable .............0000000...... $ 5,493 $ 13,006 +$ 7,513 
[0 ESSE Eas 2,217 607 + 6,39 
OS 1 See eee 342 8,055 + 7,713 
TOTAL CURRENT LIABILITIES 8,052 29,668 + 21,616 
pS Ses Sees 100 7,300 + 7,200 
Other Liabilities . 6 878 -- 872 
Long Term Debt .. 4,685 35,656 + 30,971 
eas 26,606 + 26,606 
Common Stock ... 624 3,960 + 3,336 
GI oon ccssriensnnss 13,630 114,685 + 101,055 
TOTAL LIABILITIES ... $ 27,097 $218,753 +$191,656 
WORKING CAPITAL .........:ccccscccccscsseccesceteces $ 8,379 $105,525 +$ 97,146 
CURRENT RATIO ...... sada ltarschtovesataresematene 2.0 4.5 + 25 
503 




















Ten Potential Market Leaders for 1951 
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Adjusted — 
Price Range — 
1929 - 1935 = 
High — 1273 — 





Ss 





ee a SOS 
—; Farm macn 



















$20,000,000 —t— = 
Minority Interest: $1,127,739 Ea (as 
Shs. $4.20 Pfd: 339,216—-no par —_ = 
Shs. $4 Cv 2nd Pfd: 18,975=no par 
Shs Common: 2,852,882-65 par — 
Fiscal Year: April 30 
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- $7 Pfa: 92,906 - $100 par —— 
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een 





——-+ 


THOUSANDS OF 









1945 1946 






1942 





1943 1944 





1947 





1944 1948 





1945 





1946 


*Plus Stock Dividend 
























































J. 1. CASE COMPANY CROWN ZELLERBACH CORPORATION BUSIN 
BUSINESS: Company is one of the leading manufacturers of a broad line BUSINESS: Company has the largest paper making capacity on the Pacific ts pre 
of farm equipment, industrial tractors and engines. Coast, producing newsprint, kraft paperboard, coarse and fine tissues, print nation 
OUTLOOK: So many elements of farming cost can be controlled by the Papers, etc. tion, f 
use of mechanized equipment such as Case supplies, that the company’s OUTLOOK: The consistent and vigorous growth of Crown Zellerbach for a OUTL' 
sales in 1951 should continue at a satisfactory level. Since farmers have number of years past will likely continue unabated for some time to come. accour 
been permitted to enlarge crop production in the current year and their The company is strongly entrenched in the Western markets it exploits, of pa 
cash resources are of record proportions, they will likely be avid buyers of where population and industrial activity have expanded on a record rate. orders 
cost-saving machinery, particularly as their labor supply may be reduced More than 100 publishers of newspapers, magazines and books in the Pacific alread 
by the draft and by the lure of better pay in armament plants. As matters coast area purchase their primary needs for this concern. With the economy tracks 
now look, it is possible that output of farm equipment may be somewhat likely to run at a high level for an indefinite period, demand for all of the > steadil 
reduced by Government policies to conserve steel, but military production company’s specialties will probably expand. Capital expenditures of more as the 
should easily fill the gap. As J. I. Case has more than doubled its plant than $35 million in three fiscal years to end April 30, 1951, have increased heavy 
capacity in postwar, it is well placed to handle combined civilian and military production capacity and effected operating economies. A Canadian sub- of syn 
production without major conversion problems. While a poor start in fiscal sidiary within the next two years will complete a large newsprint mill with now ¢ 
1950, ended last October 31, brought a sales decline of 16% to $142 million an annual capacity of 100,000 tons. Crown Zellerbach’s ownership of im- materi 
from $170 million in 1949, the company earned $16.89 per share—an mense timber reserves assure the company of ample supplies of pulp, for ex 
excellent showing. Volume rose sharply in the final quarter and only steel although substantial quantities are also purchased from outsiders. The com =| produc 
shortages have probably restricted further gains in the current fiscal year. pany for six months ended October 31, 1950, reported a record volume of exceed 
The working capital of J. 1. Case last year rose by $10.5 million to a new all $105 million, 29% higher than in the same span of 1949, while net income | Averas 
time peak of $57.9 million. Since the company had two years of above ‘fter increased taxes rose to $4.01 from $2.77 per share. Despite the | create 
average earnings in the 1946-49 period, the impact of excess profits taxes impact of excess profits taxes, net earnings for fiscal 1951 should easily | volume 
should not be severe in 1951, although when combined with heavier income exceed $6 per share for the third successive year. High level earnings in at lea: 
taxes, the imposts may reduce earnings somewhat from their recent unusually 1947-49 establish a favorable base for EPT. The company has strong | allowir 
high level. finances, with working capital at a record high of $60.1 million. | depenc 
DIVIDENDS: Payments have been uninterrupted since 1940. In the 1950 DIVIDENDS: No interruption has occurred since 1937. During the calendar | DIVID! 
calendar year, total dividends declared came to $5 per share, or less than Year 1950, total dividends of $2.20 per share were paid and the January 2, of $1 
30% of net earnings, thus enhancing their dependability. 1951, quarterly dividend was advanced to 65 cents. the $5 
MARKET ACTION: Recent price—57% compares with a 1950-51 range of MARKET ACTION: Recent price—50 compares with a 1950-51 range of proved 
high—60%, low—35%. The current yield is 8.7%. high—52, low—27%2. Dividend yield, based on new quarterly rate, is 5.2% | MARK! 

and subject to improvement. | high—7 
Ce See ners eee COMPARATIVE BALANCE SHEET ITEMS 
October 31 : 
40 1 Change saniatiaed 

ASSETS (000 omitted) ASSETS ae Change ASSETS 
SAR Sse Ae $ 7,808 9,985 2,177 = te 
Receivabies, Not... nnn 602° 20769 «+ 13.967 Marketaile Securities 2 i a Ce a 
ce a aR 15,723 52,573 + 36,850 Receivables, Net... 9,031 16,767 + 77% lavento 
TOTAL CURRENT ASSETS o.oo... 30,333 = A > 7 eee 12,741 31,988 = + (19,247 TOTAL 
ay ane + aga Bow isiceeteaaes got ooane +. pode TOTAL CURRENT ASSETS ..20..oo oe 25,721 71,927 + 46,206 Plant ar 
ess ED iscskunenhe si0snsinpepcbopenasabbosonasntee F f p H 
aaa sana “" a1'g30 ae Lae eee... - = — + oo 
See arte 1,401 468 a 933 Other Assets ' gigog 10,455 + 2,051 Other A 
TOTAL ASSETS 0.0... ooossssscsssseeeseeeeeereteceten $ 43,564 = $111,948 = + $ 68,384 = TOTAL ASSETS 00... occ ccscccccccsccccseestetreetee $103,036 = $181,313 = +$ 78,277 TOTAL 
LIABILITIES LIABILITIES | 
ae | a meee -—$ 401 Accounts Payable ‘ $ 5,990 +$ 2,786 Acervals 
Accounts Payable 7,794 + 6,686 Aceruals ........... 3 99 4,928 + 3,229 Accrued 
Accruals ............ 4,235 + 4,125 Accrued Taxe ' 853 — 2,262 TOTAL | 
Accrued Taxes . 13,343 = 12,658 = TOTAL LIABILITIES 0... secsscsccsssseesecne 8,018 11,771 3+ 3,753 Reserves 
TOTAL CUURRENT LIABILITIES ................ 2,304 sn +s ici... 1.187 142 «+ «(ol Other Li 
(on Rt arn NS 600 12,975 + 12,375 Long Term Debt... 13,800 ‘ + 9,200 jap Te 
PII PNTINEIONIOEM <s5-5coskcconcessonsssonssccescortensosonesaes 10,182 9,290 _ MOP WME TR CERRO ccs ssscuncescsacosesscsvsecgoesecssesseute 52,965 35,819 — 17,14 Preferre 
Samenind 0. ee 19,496 OIEB6  --|-  WEO «© Cami 1ST0CK oscscscccccccsceccccs 11,306 14,260 + _2,954 Commo: 
ne ROR Ns a 10,982 42,875 + 31/893 Surplus ...... 15,760 95,035 + 79,275 Surplus 
DEFRA MAPITRLTOOIED oscevesssnssccsenscecsessonsososetenes $ 43,564 $111,948 +$ 68,384 TOTAL LIABILITIES 2, $103,036 $181,313 +$ 78,277 
MI OOBINN, vsiciissi ns ccscsscsccssscsncsccsonsns $ 28,029 $ 57,955 +$ 29,926 WORKING CAPITAL 0.0000 $ 17,703 $ 60,156 +$ 42,453 
eS) , . . ; CURRENT RATIO 3.2 6.1 + 29 
504 THE MAGAZINE OF WALL STREET 
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Ten Potential Market Leaders for 1951 


GOODYEAR TIRE & RUBBER GT 







Adjusted 
Price Range 
1929 - 1935 
High — 154% 
Low — 5é 


$95,001,000 

$15, 518,732 

569, 43h———-no par 
2,065,411——-no par 
Dec, 31 


Long Term Debts 


Fiscal Year: 


THOUSANDS OF SHARES 


1941 1942 1943 1944 1945 1946 1947 1948 


GOODYEAR TIRE & RUBBER COMPANY 
BUSINESS: Company has long held a foremost position in its field, and 
ts products include all forms of rubber items. Distribution is of inter- 
national scope. In the United States, aside from a strong dealer organiza- 
tion, the company operates about 450 retail outlets. 
OUTLOOK: Although tubes and tires for the automotive industry normally 
account for about 75% of annual sales, and cutbacks in the manufacture 
of passenger automobiles will be an adverse factor, increased military 
orders should indefinitely require capacity operations. Goodyear has 
already received many million dollars of orders for tubes, tires, tank 
tracks and shoepacs for use by the armed forces and the amounts should 
steadily grow. Civilian business will continue to be substantial, especially 
as the record number of powered vehicles on the roads will create a 
heavy replacement demand. From an operating angle, the availability 
of synthetic rubber ,of which Goodyear is an important producer and is 
now operating reactivated Government plants, assures adequate raw 
materials and at a far lower cost than for tree rubber. Sizable outlays 
for expansion and modernization in postwar brighten the outlook for 
production and efficient operations. Accumulation of record working capital, 
exceeding $266 million as of June 30, 1950, assures ample finances. 
Average earnings of more than $12 per share in the 1946-48 period 
create a favorable EPT exemption base. Firm prices and a sharp rise in 
volume to more than $580 million for nine months of 1950, suggest that 
at least $12 per share, and probably more, was earned last year after 
allowing for retroactive income and excess profits taxes. A good deal will 
depend on unpredictable year-end deductions to d reserve accounts. 
DIVIDENDS: Disbursements have been regular since 1937. While payment 
of $1 extra supplemented quarterly dividends of $1 per share in 1950, 
the $5 total was so conservative relative to earnings as to suggest im- 
proved liberality before long. 
MARKET ACTION: Recent price—70 compares with a 1950-51 range of 
high—-73%, low—43%. The current yield of 7.1% seems entirely secure. 


COMPARATIVE BALANCE SHEET ITEMS 














December 31 June 30 
1940 1950 Change 

ASSETS (000 omitted) 
Mosc 0a, ties c de ova vdaavangeavarssentiap oases $ 19,953 $ 34,354 +$ 14,401 
Marketable Securities ..... 1 28,574 + 28,398 
Receivables, Net ............. 25,980 99,529 + 73,549 
Inventories o.oo... 74,20. 164,242 + 90,037 
TOTAL CURRENT ASSETS ... 120,314 326,699 + 206,385 
Plant and Equipment ... 186,655 335,481 + 148,826 

Depreciation ... 108,388 219,716 + 111,328 
Net Property .... 78,26 115,765 + 37,498 
Other Assets ..... 2,035 4,635 + 2, 
ON ENO 55a .8sc5csccscepssassasaniavicdeévtonsents $200,616 $447,099 +$246,483 
LIABILITIES 
MUNIN DE cs acu ccccsacccencilencesconssasss $ 7,064 $ 33,421 +$ 26,357 
Acervals ...0.00.0........ sae 5,692 11,779 + 6,0) 
UREN occcssccscocaccoscesececns 9,489 15,260 + 5,771 
TOTAL CURRENT LIABILITIES 22,245 60,460 + 38,215 
ae 4,488 55,435 + 50,947 
Other Liabilities .... ia 9,217 15,549 + 6,332 

MINN 662 ces occa cos ecctovsdevconatn 41,500 95,001 + 53,501 
Preferred Stock . 64,263 i — 7,320 

NN occ cease ccavs cscs tes vccucssbicacarecctsees 10,997 11,502 ao 505 

ae . 47,906 152,209 + 104,303 

TOTAL LIABILITIES ..... $200,616 $447,099 +$246,483 
WORKING CAPITAL ... ... $ 98,069 $266,239 +$168,170 
ITE ATL sosicscsscsonesseesctsacesnsaseecosss 5.4 7” —( CO lf 
FEBRUARY 10, 1951 


“ILLINOIS CENTRAL RAILROAD IL 


A Nae Price Range 
oy maaeees Sasa SS 1929 - 1935 
High — 153% 
Low —43 


Northwestern 


$243,016,705 {— 
186,457 - $100 par 
1,357,995 - $100 par 
Dec. 31 


Funded Lebt: 
Sns. $6 n-c Pfd: 
Sns.° Common: 
Fiscal Year: 


THOUSANDS OF SHARES 


1939 1940 1941 


ILLINOIS CENTRAL RAILROAD 


BUSINESS: Company’s 6500 miles of line traverse the flourishing territory 
from Chicago to New Orleans, with branches that serve numerous areas in 
adjacent sections. 


OUTLOOK: After many long years of recovery from unprofitable operations 
in the 1930 depression and an unwieldy debt, Illinois Central both finan- 
cially and physically has attained a most satisfactory position. Despite an 
outlay of more than $200 million in 20 years for betterments, the company’s 
cash resources have expanded by $72 million. Readjustments of funded debt 
at the same time have reduced fixed obligations by $142.8 million and 
annual charges by $7.5 million. While in the process, complete retention 
of earnings for improvements was a handicap to stockholders, their patience 
should be rewarded by an increasing share of excellent profits now being 
earned by their company. How substantially the installation of modern 
equipment, especially Diesel locomotives, has improved Illinois Central’s 
earning power is shown by average earnings of about $12 per share in the 
1947-49 period and $14.31 per share for the first 11 months of 1950. Since 
this company, in common with most other carriers, has an advantageous 
position as to excess profits taxes, net earnings for all of 1950 may exceed 
$15 per share. Looking ahead into 1951, there are few rail systems in the 
United States better situated to capture an increasing share of traffic than 
this important road. Military production will expand notably in the Chicago 
area as well as at numerous points along the company’s fines, and together 
with large civilian output should tend to swell freight revenues. The prospect 
for decreasing operating ratios is accordingly enhanced. 

DIVIDENDS: After many years’ lapse in dividend payments, quarterly 
payments of 75 cents per share were made in 1950 for a total of $3. The 
wide coverage by earnings leaves ample room for more generosity in the 
near term. 

MARKET ACTION: Recent price—63%2 compares with a 1950-51 range of 
high—66, low—34%. The current yield on last year’s dividends is 4.6%, 
but should materially widen in 1951 as high earnings and the road’s 
generally improved position render more substantial payments a distinct 
probability. 

COMPARATIVE BALANCE SHEET ITEMS 






















cember 31 
1945 1949 Change 

ASSETS (000 omitted) 
Co ARR ane is ir aera rR 77,380 —$ 5,599 
Receivables 2.0.0.0... PE 15,648 + 2,080 
Materials & Supplies ......0....000000000000000000.. 17,512 + 1,003 
Other Current Assets ............. 376 - 143 
TOTAL CURRENT ASSETS 110,916 — 2,659 
Investment in Road & Equip., Net 511,931 512,324 aa 393 
Other Investments siete 13,515 14,297 a 782 
Other Assets .. ol 5,650 10,206 + 4,556 
i. VY . Geren $644,671 $647,743 +$ 3,072 
LIABILITIES 
Maceeene Ferenc cneicciccseccecscescescaces $ 19,974 $ 24,913 +$ 4,939 
| ELEN < 5,374 4, _ 885 
Accrued Taxes ...... 2 ie 37,682 35,194 — 2,488 
TOTAL CURRENT LIABILITIES . ae 030 64,596 + 1,566 
| | Rana aN 4,109 — 4,109 
ee aaa 22,382 17,759 — 4,623 
Other Liabilities . 12, 10,819 — 1,644 
Funded Debt ..... 256,818 238,672 — 18,146 
Preferred Stock 18, 186460 hace 
Common Stock . 135,799 135,799 us 

Beaten can 131,424 161,452 + 30,028 
TOTAL LIABILITIES $644,671 $647,743 +$ 3,072 
WORKING CAPITAL $ 50,545 ,320 —$ 4,225 
CURRENT RATIO 1.8 7 _ a 
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Ten Potential Market Leaders hand 1951 
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te {Shs. Cap. Stk: 7,362,000 - $10’ par t t u — 
—— Fiscal Year: Dec. 31 = 7 Fixea Oblig: $252,459 ,380-7 fh" rn — 
Po —-—}-— SSeS Se -————— Sns. $5 nec Pla: 600,000 - $100 par—— +>} _# 
{If — |--——Sns. Connon: 1,298,200 = 1i0 par 22 Beer 
aE aD SS | my nee a | = i —tit—— 30 |] J Fiscal Year: Dec. 31—4 ae —t 
ae ee eee Sa itt 
{ i It y | ye cs | Oa a FT 
+ — (| Ld | RL 
t [ = I it iL = 
saa a Teas ; ri aK T 
cm aa tT Why Uat | z 
| hi PTA 252 SC PT) = 
a. = ! al eee 
__ I it n me 
UL n I T T 
i Dad PY Pi 
i PPL 1 
ix + ptt tT tht 
1 reas] 
Sc aoe ane Sas ae -— : 
= THOUSANDS OF SHARES 2s aOR — Ht mM 2 _ Smousanee OF suangs —— E Estimated 
: : t | aE! SECT T ! ref : — : 
rT if : + | ra aa i 2 rn ri + : t tt n a 
1930 | 1040 | 1041 | 1042 | 1043 | 1044 | 1045 | 1 ELIE ITE TT 
946 1947 1948 1949 1950 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 | 1989 
1.90 2.28 2.59 1.80 1.76 | 1.62 1.68 3.05 4.01 5.45 | 5.34 [E 8.50 [R")) 2.69 | 3.35 12.61] 23.41} 15.81 | 14.84} 10.24] 4.81 6.85 | 12.51 | 6.87 El4 
568 | 838 | 1.088] 1.00 | 1.00 | 1.00 | 1.00 | 1.08% | 1.33%] *1.668| 1.838 | 2.85 [ow z = . - 2.00:] 2.75] 3.00] 3.00 | 3.00 | 3.25 | 4.00 3.00 
43.8 39.5 39.0 45.1 54.8 | 65.9 78.8 | 76.4 73.3 98.1 | 129.0 | wg Gp swilf 8.8 17.4 | 20.5 24.6 | 30.2 41. 49.1 | 44.9 36.6 38.1 ; i : 























* Plus 10% Stock Div. 
NATIONAL STEEL CORPORATION 


BUSINESS: Company and subsidiaries represent the fifth largest organiza- 
tion in the steel industry, producing mainly light steel products, such as 
sheets, strip, tin plate and light structural shapes. 

OUTLOOK: The prospect for almost unlimited demand for the output of this 
well integrated producer for a long time to come, indicate continued opera- 
tions on a capacity basis. Ownership of extensive coal and iron ore bodies 
assures availability of raw materials, while advantageously located plants 
with an annual capacity of more than 3 million tons of pig iron and 4.5 
million tons of steel ingots create substantial operating advantages. Through 
large scale expansion in the past decade, the annual volume of National 
Steel has more than doubled and a newly planned construction program 
should promote further dynamic growth. The company’s large business as a 
supplier of steel for automobiles may shrink during 1951, but requirements 
for defense work should readily fill the gap. Highly efficient management is 
revealed by consistently profitable operations for more than 20 years past. 
Good postwar earnings as well as a substantial invested capital base provide 
a favorable cushion against EPT. In the first nine months of 1950, the com- 
pany earned $5.85 per share after retroactive income taxes at the increased 
rate, of whieh $1.91 was earned in the third quarter. After allowing for EPT, 
earnings for the full year may be around $7.25 per share. Finances are 
exceptionally strong, with a current ratio of 4.2 at the end of 1949, and 
with holdings of cash and securities exceeding current liabilities by a margin 
of 2% to 1. 

DIVIDENDS: Distributions have been made regularly since 1930. Following 
a 3-1 stock split in 1950, an initial quarterly dividend of 60 cents was paid, 
raised to 75 cents in the last two quarters, and supplemented by a 25 cents 
extra at the year end. Total 1950 payments equalled $2.85 on the split stock. 
MARKET ACTION: Recent price—53¥2 compares with a 1950-51 high of 56 
and a low of 35%. Based on last year’s dividends the yield is 5.4% but 
improvement will be likely in 1951. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
















1940 1949 Change 
ASSETS (000 omitted) 
BI isos doo eianscas Ses ccosnesvapagpsbaseceeteasevuneen $ 18,323 $ 83,953 +$ 65,630 
Marketable Securities .. 1,500 14,000 + 12,500 
Receivables, Net .......... 13,920 26,364 + 12,844 
RE 35,834 44,056 + 8,222 
TOTAL CURRENT ASSETS ..............0..000. 69,177 168,373 + 99,196 
Plant and Equipment ..................:ccccce 235,252 383,551 + 148,299 
Less Depreciation .... 80,752 203,866 + 123,114 
Net Property ..... 154,500 179,685 + 25,185 
Other Assets ..... : 13,672 12,421 — 1,251 
RUN MINIS oes crisSoqcsdiscascvesdsnsseetsoscnucocanees $237,349 $360,479 +$123,130 
LIABILITIES 
Accounts Payable . $ 14,889 $ 25,875 +$ 10,986 
0S Se ee : 3,662 7,359 + 3,697 
I ss cicanmneenassnenilonseon 11,068 6,097 — 4,971 
TOTAL CURRENT LIABILITIES .................. 29,619 39,331 + 9,712 
I 5 ssesanfsseauceysdesnbencsstvesnsstits 4,423 26,318 + 21,895 
Long Term Dept . 62,446 40,000 — 22,446 
Capital Stock ..... 55,116 61,349 + 6,233 
UNOS sincciscgtsniaces és 85,745 193,481 + 107,736 
TOTAL LIABILITIES . ... $237,349 $360,479 +$123,130 
WORKING CAPITAL . $ 39,558 $129,042 +$ 89,484 
RMN aca cscsccdsceispesetnvenescnaayecneionces 2.3 4.2 + 19 
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SOUTHERN RAILWAY COMPANY 


BUSINESS: Company operates an extensive system of about 6500 miles 
across all sections of the South, with the main line extending from Wash- 
ington to Atlanta and with links serving centers such as St. Louis, New 
Orleans and Jacksonville, Fla. 

OUTLOOK: The rearmament program should stimulate freight traffic sub- 
stantially over the lines of this carrier, while the reactivation of training 
camps in the South should increase passenger travel. Southern Railway 
never in its history was as favorably situated as now to handle increased 
traffic with utmost efficiency. Outlays of more than $100 million for new 
Diesel locomotives in postwar and improvements connected therewith have 
brought substantial operating economies. The management estimates that 
the annual savings effected represent about 25% of the original cost of the 
new equipment. How total improvements have already benefitted earnings 
is well shown by operating statistics for the first 11 months of 1950. In this 
period, gross revenues of $213.2 million were about 10% higher than a 
year earlier, while net earnings climbed to $11.16 per share from $5, a gain 
of 122%. The large capital invested should provide an excellent cushion 
against EPT. Hence earnings for full 1950 may be at least $13 per share. 
Of equal importance is the fact that earnings available for interest charges 
are running at a rate of 2.47 times requirements, thus promising to facilitate 
refunding of close to $100 million of debts maturing within six years. The 
prospect of continued easy money rates suggests that | interest charges 
may continue to be reduced as these obligations are refunded, with conse- 
quent benefit to net earnings. 

DIVIDENDS: Payments have been regular since 1943. Quarterly dividends 
of 75 cents a share were maintained in 1950 for a total of $3, and $1 will 
be paid on March 15, 1951. 


MARKET ACTION: Recent price—56 compares with a 1950-51 high of 57% 
and a low of 3234. Quarterly dividends of $1 per share should prove depend- 
able, providing a yield of 7.1%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
40 1949 


















Change 
ASSETS (000 omitted) 
on ae er og $ 19,934 —$ 3,063 
Temporary Cash Investments. ; 27,262 + 27,262 
Receivables, Net ............000006 7,334 15,884 + 8,550 
Materials & Supplies ............ 6,548 13,523 + 6,975 
TOTAL CURRENT ASSETS .............0ccccc 26,879 76,603 + 39,724 
TS OORT ae en SN ORE PONCE 530,695 644,734 + 114,039 
Reserve for Deprec. & Amort... (Cr) 100,231 + 100,231 
SWAMIRTIRNDGS ooo ces asi tovcccness 59,915 64,303 + 4,388 
Other Assets ... . ein 7,195 + 3,084 
TOTAL ASSETS .................. ered We ea he $631,600 $692,604 +$ 61,004 
LIABILITIES 
coe Peay CUO: f.6c.ccisass cas ccdeesonscbessccnceascass $ 10,744 $ 18,546 +$ 7,802 
YE eee z Ss 8,709 32,894 + 24,185 
TOTAL CURRENT LIABILITIES ... 19,453 51,440 + 31,987 
Accrued Depreciation ............ 36,703 — — 
Other Unadjusted Credits ... 6,246 12,921 + py 
Other Liabilities ............ 7,017 4,147 - "O84 
Funded Debt ......... .. 288,443 252,459 — 3, 
Preferred me Be PO oS Na Bn ppend + vse 
oo. cs paissnnesienisntansuensencenmenvante iy 129, ad cone 
CSR eee 83,918 181,817 + 97,899 
TOTAL LIABILITIES ........ $631,600 $692,604 +$ = 
WORKING CAPITAL .. $ 17,426 $ 25,163 +$ 7 
GERRENT RAIN oo oiccscisscrecisssssnscttatioornactiiass 1.9 1.5 - |: 
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Ameriecan Woolen Co. 


By STANLEY DEVLIN 


as and “rumors of wars” have wrought 
vast changes in the affairs of numerous nationally 
known manufacturing concerns. Consider American 
Woolen Company, for instance, the world’s largest 
producer of woolen and worsted goods, which has 
played a prominent role in outfitting men and wom- 
en in the armed services in two major wars and now 
is engaged again in supplying large military require- 
ments. 

Predecessors of the company whose formation 52 
years ago was hailed as “A $65,000,000 Wool Trust” 
were experiencing repercussions of a severe depres- 
sion and subsequent war boom when they were con- 
solidated just before the turn of the century. Large 
volume of orders reecived in the first World War 
paved the way for expansion which led to near dis- 
aster in the 1920’s. Then after a painful readjust- 
ment, the second World War brought a strong re- 
surgence. Today, the company again is preparing 
to produce substantial quantities of woolens and 
worsteds for uniforms and blankets for the current 
emergency that calls for a fighting force of 3,500,- 
000 or more. 

Before looking closely at recent operating results, 
which are illustrated in the accompanying statistical 
data, it may be more interesting to review some of 
the important developments of the past that distin- 
guished the company’s growth. It may be well at the 
same time to discuss trends in the textile industry 
that had a bearing on American Woolen’s fortunes. 
Study of progress over the last half century will show 
the importance of keeping abreast of changes in 
consumer habits and of building a “team” organiza- 
tion in management. Neglect of these factors contrib- 
uted largely to hazards that threatened the very ex- 
istence of this company a quarter of a century ago. 
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American Woolen common is a highly 
speculative equity but also one that 
holds promise under prevailing and 
prospective conditions. As the world’s 
largest producer of woolen and wor- 
sted goods, the company is again en- 
gaged in supplying large military 
requirements. 







American Woolen’s 
history is largely the per- 
sonal achievement of two 

New England industrialists—William M. Wood, who 
was primarily responsible for its formation; and 
Moses Pendleton, until recently president, who suc- 
cessfully revived the company from a serious read- 
justment resulting from the industry’s overexpan- 
sion. From the $65 million combine when its first 
charter was issued on March 29, 1899, the company 
has grown until it boasts of assets of more than 
$126 million. Meantime, millions of dollars have been 
reinvested in plants in modernization of factories 
and equipment. 


Early Merger Era 


Mr. Wood’s perseverance was credited with suc- 
cessful completion of negotiations for the merger of 
twenty-seven mills having about 5,000 looms and 
he became the treasurer of the new company. His 
talents were centered largely in organization and in 
management, and early progress was due to his abil- 
ity in controlling costs. Like many other consolida- 
tions of the period, the company was generously 
capitalized in order to satisfy optimistic valuations 
placed by individual owners on properties that went 
into the merger. Accordingly, it was necessary for 
the company to earn a comparatively wide margin 
on an excessive capitalization in order to meet fixed 
charges and pay dividends. 

It was a tribute to Mr. Wood’s managerial skill, 
therefore, that the company was able to make head- 
way against hundreds of small competitors who had 
lower man-hour costs and subsequently to weather 
the 1907 depression. Mr. Wood, who from the start 
had been chief executive to all intents and purposes, 
took over the reins in 1905 when the first president, 
Frederick Ayer, resigned to devote his time to 
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personal interests, leaving the field to Mr. Wood. 

Mr. Wood concentrated on reducing selling and 
manufacturing costs through formation of the com- 
pany’s own selling organization and through acquisi- 
tion of additional mills to gain greater volume. Yarn 
production was increased to supply requirements of 
more of the company’s other mills which had been 
buying yarn on the open market. Production had 
been increased to more than 8,000 looms by 1914 
when outbreak of hostilities in Europe brought a 
flood of orders from England, France and Russia. 
This development brought a sharp improvement in 
earnings and led to further expansion of facilities. 
By the time the company moved its charter to Massa- 
chusetts from New Jersey in 1916, there were about 
fifty mills and 10,000 looms in the enlarged or- 
ganization. 


Troubles in the Twenties 


Business continued fairly satisfactory for a year 
or two after the cancellation of war orders upon 
cessation of hostilities in 1918, but by 1920 orders 
began to decline sharply. Competition from other 
fibres began to manifest itself—slowly at first but 
seriously within a few years. Meantime, Mr. Wood’s 
health began to fail and the sudden death of his son 
who had been groomed to take over his father’s re- 
sponsibilities contributed to management problems. 
Mr. Wood at length resigned at the end of 1924 and 
passed away two years later. His failure to prepare 
a replacement proved a severe handicap at a time 
regarded by the trade as the most troublesome since 
the Civil War. Along with the rest of the industry, 
American Woolen had overexpanded in the early 
1920’s and was unable to break even on reduce 
volume. : 

While most domestic industry was prospering in 
the middle and late 1920’s, woolen goods manufac- 
turers were experiencing adverse effects of keen 
competition from other fabrics as well as rising 
costs. Production facilities had been enlarged so 
greatly during the war that no one could make 
money in the succeeding scramble to keep mills op- 
erating. Smaller concerns could begin the shift to 
adoption of modern methods, but American Woolen 
found the going “tough.” A complicated factor, in 


the case of American Woolen, was the drift among 
men consumers to a wide variety of fabrics anq 
colors in woodens for suits. In other words, sales of 
blue serge, which formerly had kept mills operating 
at low cost in depression periods, declined sharply 
More alert smaller manufacturers began to capture 
a greater share of the business available. 

It was around the depth of the depression when 
the company was being reorganized in all directions 
and less efficient mills were being closed, that Moses 
Pendleton, who had joined the company in 1908, 
came forward as the best qualified operating man 
in the newly formed executive committee, and he 
became president in 1936. Through development of 
new products and by modernization of manufactur. 
ing facilities, the company was getting back to its 
feet in 1939 when another war broke out in Europe 
and this country shortly thereafter began to prepare 
for the world conflict. 

As evidence of financial recovery, a start had been 
made toward resumption of preferred dividends after 
a lapse of about a decade. Management also had be- 
gun to consider the possibility of clearing up sub- 
stantial arrears on the preferred stock as business 
began to feel the effects of the European war. 
Blanket orders came from France in 1939, while 
domestic business was spurred by rising wool prices 
resulting from Great Britain’s purchases of Austral- 
ian and New Zealand supplies. Several good years 
were experienced in spite of many handicaps as the 
company supplied large quantities of materials for 
the war effort. This prosperity set the stage for the 
recapitalization which gave evidence of rehabilitation 
that had been achieved by the Pendleton regime. 


Capitalization Changes 


A new prior preference stock was created and 
offered in exchange for old preferred with $58.50 
a share in dividend accumulations. The basis of ex- 
change was one and a half shares of new $4 cumula- 
tive prior preference stock for each share of old 
preferred plus $8.50 in cash. Not quite 90,000 shares 
of 7 per cent preferred were not deposited in accord- 
ance with the offer and remaining accumulations 
were paid off in cash. Prior preferred is convertible 
into common on basis of one share for two. 
































Long Term Operating and Earnings Record 
Operating Net 

Net Operating Margin Net Profit Net* Div. Price Range* 

Sales Income % Taxes Income Margin Per Per 1940-51 
---— Millions ---- ---- Millions ---- % Share Share High Low 
1950 (9 months) Sere rr $ 105.5 $ 3.11 3.02 $ 1.0 $ 2.1 1.8 $ 1.40 $ 1.003 446%-21% 
i 1.4 1.0 Ss 2.2 1.6 1.18 3.50 3856-215 
‘ 26.5 13.4 10.0 16.4 8.3 15.92 8.00 56%-33% 
2 257 14.6 10.2 15:2 8.6 15.37 10.00 50%-26'2 
i 35.0 20.5 14.0 20.1 11.7 21.05 12.00 70%4-29'2 

i 23.5 14.4 14.6 8.3 5.1 14.63 ve 31%- 9 
MO sii colscsisstuasecnsustenesenieincsanceedcsre 183.0 33.9 18.5 25.0 Biz 2.8 7.11 914- 6% 
I oii cs: decssascivavessteretaavunintintaniertne 197.5 36.3 18.3 27.0 5.4 2.7 7.56 85- 3% 
(ne Oey ee See Re I 196.0 26.6 13.5 20.3 48 2.6 Br Skics 556- 314 
DUE le eecsshccucretcopea Nieto ees 145.7 20.7 14.2 12.2 6.9 4.7 11.23 a 85- 342 

Ree ee ae een 76.5 3.5 4.6 oe 3.1 4.1 1.76 : 12 -6 
10 Year Average 1940-49 .....0........... $ 163.7 $ 23.3 13.3% $ 13.4 5. 87 5.2% $10.17 S 3.35 70%- 3% 

* From 1946 on 969,054 shares, increased by conversion of prior preference 2 Pre-tax margin. 
stock. In prior years on 400,000 shares. 3 Total for 1950. 
1 Net before taxes. 4 1950-51 range to Jan. 23, 1951. 
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Through its readjustment to changed competitive 
conditions, the company experienced quite a shrink- 
age in mills and in loomage. Manufacturing facilities 
were cut back to some twenty-five mills from more 
than fifty and to about 5,000 looms from more than 
11,000. Most of the mills are located in the New 
England area, exceptions being two in New York 
State and one in Kentucky. About 25,000 employees 
are on the payrolls, including those engaged in office 
and service work. Stockholders number more than 
20,000 and of these numerous names have been 
added in the company’s boom in the last decade. Evi- 
dence of renewed interest is afforded by the growth 
in attendance at annual meetings now held in Spring- 


field, Mass. 
Retailed Earnings 


Another measure of progress is found in the rec- 
ord of earnings ploughed back into the business. 
With 1950 results partly estimated, earnings in the 
last ten years have averaged more than $10 a year 
on the common. Results have ranged from a low of 
$1.18 a share in 1949 to $21.05 a share in 1946. It is 
not surprising, therefore, that the mills have been 
put in excellent physical condition with virtually all 
automatic looms and that the financial position has 
strengthened considerably. Book value of the shares 
has risen from $2.26 a share at the end of 1941 to 
$72 as of June 30 last. 

Notwithstanding its improved position, the man- 
agement continues to adhere to a conservative divi- 
dend policy. Distributions are kept in line with earn- 
ings and management is not slow to discontinue 
payments if conditions do not warrant dividends. 
This was made clear in 1949, when profits turned 
downward in the spring of that year. Distributions 
were discontinued until the year-end and last year 
there was only one payment of $1 in December. 
Altogether in the last ten years, out of earnings of 
more than $100 a share over the decade, payments 
to common stockholders amounted to $34.50 a share, 
or an average of $3.45 a year. 

American Woolen, as mentioned 
previously, now is experiencing 
another war boom in military 
business. Two substantial con- 























Comparative Balance Sheet Items 
December 31 June 30 
1940 1950 Change 
ASSETS (000 omitted) 
Net Property ..ccccccccccccssccccssssssveee 23,122 31,261 -+ 8,139 
(9) 7 | 37.) -. ee .....$ 79,427 $126,538 +$47,111 
Cee sir eh nl, ‘ .$ 4,166 $ 6,882 +$ 2,716 
Marketable Securities 00.00.0000... 100 + 100 
Receivable, Net ............0.0............. 14,708 22,234 + 7,526 
ee eee en 36,469 63,919 -++ 27,450 
Other Current Assets .... 315 1833 — 132 
TOTAL CURRENT ASSETS ......... 55,658 93,318 + 37;660 
Cihher Assele: .....<cccssacesesc. Biidde ; 647 1,959 + 1,312 
LIABILITIES 
Notes Payable ..................00.... $ 17,400 $ 28,250 -+$10,850 
Accounts Payable ....................... . 1,044 2,575 + 1,531 
fo ES ELEN eco be oe ea 2,579 5,637 + 3,058 
TOTAL CURRENT LIABILITIES ...... 21,023 36,462 + 15,439 
I aes oe ce | Pena 5,885 + 5,885 
Mortgages payable .........0...0.0...... 1,100 750 — 350 
Preferred Stock ...............0000000000 35,000 19,554 — 15,446 
CIN SION ooo c oes cccicncsecnecsccecsness 2,000 30,453 + 28,453 
CL ER rnc ae OD .. 20,304 33,434 + 13,130 
TOTAL CURRENT LIABILITIES .....$ 79,427 $126,538 -+$47,111 
WORKING CAPITAL ............... $ 34,635 $ 56,856 +$22,221 
GURRENY RATICD ......c..:.--.0c5-0.: ; 2.6 2.5 _ a 

















AMERICAN WOOLEN CO. 





to have approximated 2,341,000 pounds, of which 
military needs took about 900,000, or some 38 per 
cent. In 1942 it is estimated that military uses ab- 
sorbed as much as 55 per cent of all production. 
There is one thing about woolen apparel that is 
reassuring for manufacturers—no satisfactory syn- 
thetic substitute has been developed to meet military 
requirements for warmth and durability. Hence, al- 
though rayon and nylon have made headway in dis- 
placing woolens and worsteds in men’s wear, compe- 
tition from man-made materials has been negligible 
in winter weight materials and in uniform cloth 
or blankets specified by the (Please turn to page 526) 
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Price Range 
1929 - 1935 
High + 27% 
Low -- 











Mtg. Payqble, Subsid: $750,000 
Shs. $7 Pfd. 89,852= $100 par 
Shs. $i 6v Pr. Pref:105,69l-no par 
Shs. Common: 969,062=no par 
Fiscal Yearr Dec. 31 


tracts were announced in Decem- 
ber involving about $4.4 million, 
while early in January a contract 
for 500,000 yards of Kersey blue 
wool at a cost of almost $4 million 
was announced. An order for 175,- 
000 blankets costing more than 
$2.2 million was placed with the 
company early in January and 
more recently it was awarded an- 
other $30 million contract. Orders 
for woolen goods and blankets for 
military needs are estimated to 
have exceeded $12 million, sug- 
gesting that results this year may 
surpass the estimated $4 a share 
earned in 1950. 

The extent to which military 
demands may affect operations of 
a large supplier such as American 

oolen may be judged from the i 1940 | 1941 1942 | 1943 | 1944 | 1948 | 1946 1948 | 1949 | 1950 
fact that in World War II, total Es 
Consumption of wool is estimated = ms = 7 


E_ Estimated 
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Gyrations in GOLD 





In Tangier, almost anything can be bought 
and sold. Foreign exchange and gold 
however, are big business. . 





———, 


Here in the United State 
where hoarding of gold is illega] 
dealing in the metal is confine 
to the Treasury Department and 
a few “in transit” dealers who 
are only permitted to import 
gold for refining or to export 
under a special Federal licence. 
In France, where the Govern. 
ment exercises strict control over 
the “free market” and quotations 
are termed official, a sizable black 
market exists where the price 
often exceeds the official one by 
quite a margin. : 

While dehoarding on the Con- 
tinent following the end of World 
War II naturally depressed 
prices for gold quite spectacu- 
larly over a period of about two 
years, the decline was from a 
very high base—indeed around 
$115 per ounce in the French 
black markets. An official quota- 





By H. M. TREMAINE 


‘ ver since the end of World War II, the price of 
gold in foreign free markets has tended downward, 
though with occasional sizeable interruptions. Hoar- 
ders and speculators in many countries rush in and 
out of the market continuously, swayed by day to 
day uncertainties over war or peace, inflation or cur- 
rency changes. Some idea of the overall scope of these 
transactions may be gained by the estimate that they 
reach an annual volume of one billion dollars. 

While the 47 member nations of the International 
Monetary Fund, headed by the United States, main- 
tain an official. price of $35 per ounce for gold, a 
fluctuating premium in the free markets provides 
speculative opportunities to foreign dealers, aided 
by varying demand and supply factors. In 27 coun- 
tries where free trading in gold is permitted, the 
metal in every form, from bars, coins to art wares, is 
garnered and traded in like any other commodity. 
Arbitrage in the gold currencies of various countries 
is also stimulated by price fluctuation of the yellow 
metal in widely scattered markets. 

As the French people have 
always been noted for their 
hoarding proclivities and the 
authorities in that country re- 
stored permission to trade 
freely in gold in 1948, Paris is 
one of the leading markets for 
the metal. Trading among the 
Asiatic countries, where 
hoarding of gold is a predomi- 
nant habit, largely centers in 
Hong Kong. As we have point- 
ed out, though, free markets 
in many other countries are 
also active. 
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tion of $50 dollars in the Paris 
free market towards the end of 
1947 was still far above the 
United States Treasury price of 
$35. During 1948, a boom in Asiatic demand by 
hoarders influenced by the rapid depreciation of 
Chinese currency shot the price of gold up to $61, 
but when the communist armies overran the country 
in 1949, heavy unloading forced the price down to 
about $52 by the end of that year, and that com- 
pared with a mid-year low of $47 in 1949. 

During 1950, despite the effect of currency devalu- 
ations, the price of the yellow metal continued to 
decline until the end of June in markets all over the 
world. By that time, recurrence of international war 
scares following Korea temporarily brought a rally 
in the price, with quotations advancing by 5% to 
10%. From October to December 19, another down- 
trend got under way in the free markets, only 
slightly interrupted by increased international ten- 
sion. By the end of last year, Paris was quoting gold 
at $42 an ounce and shortly afterwards New York’s 
legal transit gold market price declined to $40. 

More recently, the announcement that South 
African gold miners had restricted their sales of the 
metal and that prices for so- 
called “artistic” gold in the 
Belgian Congo had been lifted, 
caused the free market price 
to spurt by about $3 an ounce 
to $45, while the price of 
“transit” gold was quoted at 
$42.75 to $43.35 an _ ounce. 
That the price of gold could 
rise by as much as $1.50 ina 
single day, as happened re- 
cently, indicates how sensitive 
the markets are to transient 
influences as well as to longer 
term factors. More recently, 
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there has been considerable fluctuation in response 
to hopes and disappointments in connection with the 
cease-fire proposal on Korea. 

By and large, both the hoarders of gold and specu- 
lators have had their fingers well burned in recent 
years, mainly by misjudging the effect of widespread 
currency devaluations and the turn of international 
events. Regardless of major uncertainties on the 
road ahead, the long term decline in the price of 
gold indicates renewed confidence in the stability of 
leading currencies, but also reflects the forthright 
statement by President Truman that he is deter- 
mined to maintain the gold price at $35 per ounce, 
which effectively curbed the enthusiasm of foreign 
speculators who were predicting that the dollar even- 
tually would have to be devalued. Under the present 
law, only Congress has the right to change the gold 
price, and there is nothing in sight that would point 
to any such action in the foreseeable future. 

Evidence of improved confidence in the economies 
of the sterling bloc nations, as well as in Western 
Europe also accounts for the trend towards dehoard- 
ing of gold. Occasional talk that the British pound 
may be upvalued again is a contributing factor, illu- 
sionary though it may prove to be. In France, where 
hoarders hold an estimated $4 billion of the metal, 
industrial recovery has reached the stage where gold 
hoarding is no longer so attractive, with the result 
that the black marketeers are finding business not 
nearly as profitable as it once was. 


Downtrend in Gold Production 


Were it not for the huge supply of gold held by 
hoarders and speculators throughout the world and 
which in times like the last few years has come 
upon the market in rather large amounts, the price 
of the metal might be forced upward merely due 
to a progressive decrease in gold production at the 
mine level. About ten years ago, the world, exclusive 
of Russia, produced about 34.6 million fine ounces 
of gold, whereas by 1949 the annual total had de- 
clined to 23.8 million ounces, a reduction of approxi- 
mately 31%. Many older mines have been depleted 
to a shut-down status, and it has been only due to 
subsidies or manipulation in exchange rates that 
numerous others have been able to stay in opera- 
tion. A steady rise in mining costs and widespread 





MARKET ACTION OF GOLD MINING GROUP 
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failure to locate new discoveries have discouraged 
capitalists from entering the field. 

This has been especially true in the United States 
where the gold miners have only one customer, the 
Government, and are faced with a rigid price ceiling 
of $35 an ounce. In Canada, subsidy payments pres- 
ently enable the miners to receive a limit of $38 an 
ounce for their gold, and on this basis the search for 
new bodies of gold ore is intensified. 

In Africa, leading primary source for the supply 
of free markets of Europe, some of the miners enjoy 
special and quite profitable advantages that allow 
them to circumvent or abate Government restric- 
tions. In South Africa, for example, the miners sell 
around 400,000 ounces of gold monthly, a portion of 
which brings a price set by the British Government, 
but a considerable quantity brings a higher price 
when defined as industrial gold or gold used for arts 
purposes. Additionally, the South African mines are 
able to widen their profit margins through special 
arrangements as to foreign exchange. According to 
metal circles, though, most of the South African 
mines have refrained from expanding their plant 
sapacity, and consequently their output of artistic 
or processed gold has become limited. 

Most of the gold (Please turn to page 523) 












































Statistical Data on Leading Gold Shares 
Tons* Annual* —— Net Per Share —— 
Milled Recovery* Production _—First 
(Annually) Value Costs* (000 fine 9 months Div. Div. Recent _— Price - Range 
{Thous.) Per Ton Per Ton _ ounces) 1950 1949 1948 1950 Yield Price 1950-51 
Alaska Juneau .... So Mar anes — $ — $ — — $(d).11! $(d).23 $(d).48 $ — _ 3% 3%4- 2% 
RIMM OER: sak cur abaya eee 639 8.59 6.51 151 .64 76 .84 722 40% 18 1856-112 
Hollinger Consolidated 1.220 9.02 7.58 286 29° aa 38 .24 19 12% 13 - 72 
Homestake Mining y Ure2 14.10 8.83 447 912 1.43 1.22 275 6.8 40% 47%-31 
Lake Shore Mines Svetscuece ae 15.90 9.91 159 43 .84 41 78 7.8 10 12%- 7'2 
Mclntryre Porcupine | * ws. Bal 10.70 7.76 200 1.577 3.46 3.04 3.01% 5.0 60 6054-44 
Natomas ........ = ee er Ae ene to MMOD R TST PT Bs Ar 24.901° .108 .078 75 ee at 1.07 .80 8.7 9% 11%- 7 
MIO HCN 28 oa es ee eg dea 75 17.66 15.95 35 188 .04 (d).09 —_ — 2% 2%- 15% 
Wright-Hargreaves o.oo ecccccececcccevecsceueseseeeees 196 16.96 10.22 83 .174 AS 16 16 8.8 1% 2-% 
(*)—Latest available figures. 3—Year ended March 31, 1950. 
(d)—Deficit. 4_Year ended Aug. 31, 1950. 
1_Estimated for year 1950. 5_Millions of cubic yards handled. 
*—First 6 months. 6_Per yard. 
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Correction 


In the seven trading sessions 
January 18-25, inclusive, the Dow 
industrial average had a maxi- 
mum reaction, measured from in- 
traday high to intraday low, of 
8.84 points, cancelling 32% of the 
immediately preceding phase of 
advance, which started from the 
minor-reaction low of December 
4. The cancellation for the rail 
average amounted to about 25%. 
This was the third minor, but 
substantial, technical correction 
during the market’s upswing from 
the post-Korea low of last July. 
The preceding ones amounted to 
9.29 points in the industrial aver- 
age between October 7 and No- 
vember 6; and 13.14 points be- 
tween November 24 and December 
4. The time is still ahead when a 
correction will start as a minor 
one and run to intermediate scope. 
It took only three trading sessions 
to make up more than all of the 
ground lost in this latest one, with 
the averages once more at new 
highs as promptly as the close of 
January 29. 


Intermediates 


Intermediate reactions, as dis- 
tinguished from minor ones, are 
loosely defined as those running 
from several weeks to several 
months, and cancelling anywhere 
from a third to two-thirds of the 
preceding intermediate advance. 
The last one was caused by—or 
aggravated by—the outbreak of 
the Korean war; and, otherwise, 
might have been minor. It ran for 


$12 


about a month, from last June 12 
to July 13, amounted to about 31 
points in the industrial average 
and cancelled 49% of the entire 
preceding rise from the June, 
1949, low of 161.60 to last June 
12’s intermediate high of 228.38. 
The decline from the latter high 
amounted to about 13.5%, which 
is much above average severity. 
As compared with earlier years, 
intermediate reactions—excepting 
those associated with some major 
news development —tend to de- 
velop at less infrequent intervals 
in bull markets and to be some- 
what milder in average scope. The 
reason is changed market “hab- 
its”, due to SEC regulation, the 
decline in relative importance of 
margin trading, and growth in 
volume of investment demand 
especially of institutional type. 
Judging by experience in the 
1942-1946 bull market, intermedi- 
ate technical corrections, without 


aid of major news factors, are 
more likely to lower the industrial 
average by 5%-8% than 10% or 
more. If a sell-off any time soon 
exceeded 10% —over 25 points in 
the average—the subsequent per- 
formance would bear watching 
for a test of the question, not of 
correction, but of a cyclical top. 


Groups 

Stock groups showing above 
average strength at this writing 
include steels, chemicals, oils, 
rails, rail equipments, coppers, 
department stores, coal, cement, 
electrical equipment, and _ air 
transport. During the recent mi- 
nor market correction some pre- 
viously backward groups were 
brought to the fore, including 
building materials, finance com- 
panies, floor coverings, video 
stocks and movies. The basis, 
technical or otherwise, for more 
than a hit-and-run play in these 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
American Hide & Leather...................... 6 months Dec. 31 $ .68 $ .43 
American Steel Foundries Dec. 31 Quarter 1.13 15 
Bethlehem Steel ..... .. Dec. 31 Quarter 3.19 1.54 
American Distilling Co. Dec. 31 Quarter 1.16 77 
Allied Mills ....... .. Dec. 31 Quarter .93 54 
Carpenter Steel Co. .. Dee. 31 Quarter 2.40 1.44 
ei we NOU MUN IION oc cs 2s depots iaiokic wees: Year Dec. 31 4.67 1.60 
Joy Manufacturing .... .. Dec. 31 Quarter 1.34 51 
Caterpillar Tractor Co. .. Year Dec. 31 7.49 4.89 
Davison Chemical Corp................... .. Dec. 31 Quarter 1.45 99 

———— 
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s is not apparent. It is 
se something” when movie 
stocks and video stocks rally to- 
gether. The former have been 
hurt badly by video. The latter 
sold down sharply from the ex- 
alted 1950 highs, discounting 
sharply lower coming profits in 
the semi-war economy. War- 
favored groups which have given 
4 relatively stronger performance 
in the major rise to date than 
they did in World War II are: 
rails, paper, tires and rubber 
goods, distillers, rail equipment, 
and steel. Some World War II fa- 
vorites are not among the leaders 
in this cycle to date: most nota- 
bly, movie stocks, sugars and 


shipping. 


Video 


Television stocks reached their 
peak in late spring of 1950 on a 
spectacular bulge, then reacted 
sharply into July as “war casual- 
ties”. The reaction low then made 
has held now for nearly seven 
months, and the stocks have re- 
covered materially more than half 
of their maximum decline, on an 
average. You have to take them 
or leave them largely on faith, or 
a hunch; for analysis of prospects 
can lead to no firm conclusion un- 
der immediate conditions. Civil- 
ian business and taxable income 
thereon will be down consider- 
ably. Production of electronic 
equipment for defense will be up 
largely. It is uncertain what the 
operating margins may be on this 
business. It is also uncertain 
which companies will get what 
and how much in the way of arms 
orders. Present tax liability can- 
not be calculated by any out- 
side analyst, since the complex 
“srowth provision” of EPT ap- 
parently applies to many, if not 
most, of the companies. And if 
you knew the present tax liability 
you would still be in the dark, for 
tax terms are up for alteration 
again within 1951. The only cer- 
tainty about video is that there 
is considerably more long-term 
growth ahead at an uncertain 
rate, depending on defense needs, 
war, peace, etc. 


Movies 


The movie outlook is less foggy 
than that of video—or perhaps we 
should say the adversities are 
more clear cut. Attendance has 
been depressed enough by video 
competition to hurt. It is unlikely 
to be significantly stimulated by 
the semi-war economy, whereas it 
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boomed in World War II in the 
absence of video. EPT is no prob- 
lem to speak of, but the higher 
regular Federal tax is; and this 
is virtually certain to go still 
higher. Average earnings were 
lower in 1950; dividends covered 
by no very wide margin. Earn- 
ings will be lower again this year 
—the lowest in many years. Video 
competition will be broader by at 
least several million receivers, if 
not better in quality. The impon- 
derable is when a sufficient num- 
ber of people will get tired of the 
inevitable mediocrity of video en- 
tertainment and start going to 
the movies more than at present, 
even if not as often as formerly. 
The “inevitable mediocrity” is be- 
cause video burns up talent and 
material at a rate not remotely 
approached by any other medium. 
But at present the semi-depressed 
movie stocks appear definitely un- 
attractive to this column. 


Kidding 

The President of the New York 
Central Railroad publicly opines 
that his road might earn about $3 
a share this year, if everything 
goes right and especially if the 
ICC grants the 6% boost in per- 
mitted freight rates heretofore 
petitioned by the carriers. In con- 
trast, most Wall Street rail ana- 
lysts figure that, barring some 
completely surprising change in 
the world outlook and in the do- 
mestic economy, Central should 
easily earn $5 to $6 a share this 
year, assuming that the ICC 
grants a 3% to 4% boost in 
freight rates applying to a por- 
tion of the year. You pays your 
money and takes your choice. 
However, there are two things to 
remember. First, most rail man- 
agements always talk “poor 
mouth” when there is a rate boost 
pending, although this does not 
fool either the ICC or the rail 


unions. Second, a big railroad can 
always make either interim or an- 
nual earnings look better or 
worse, than would otherwise be 
so, by a variety of “adjustments” 
and options. As the game is 
played, rail managements have 
reason now to minimize 1951 
earnings possibilities. 


Leverage 


Those who invest or speculate 
in rails would do well to pay more 
heed to the arithmetic of lever- 
ages than is generally done. For 
example, given a 10% rise this 
year in income available for 
charges, here are some samples 
of widely varying percentage in- 
creases in earnings per common 
share, depending mainly on the 
leverage in capitalizations: Atchi- 
son 12.1%, C. & O. 18.5%, Union 
Pacific 11.6% and Norfolk & 
Western 10.9%; while at the 
other extreme there is 115.7% for 
Baltimore & Ohio, 98.8% for Chi- 
cago & North Western, and 64.6% 
for Missouri-Kansas-Texas. The 
rule is: buy quality when you are 
investing, but emphasize leverage 
when you are buying for specula- 
tion. But remember that leverage 
works both ways. When adversity 
comes, black ink can quickly be- 
come red ink for a railroad with 
high leverage. 


Dividends 


Nobody predicts a higher total 
of 1951 dividends. Some analysts 
forecast “about the same”; some 
a “considerable shrinkage”. If 
you average this out the con- 
sensus is that there will be at 
least some decline from the 1950 
record level. It may be noted that 
General Motors common divi- 
dends alone in 1950 exceeded 5% 
of total corporate dividends. 
There is little chance that lower 
payments in the consumers’ dur- 

(Please turn to page 524) 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
U. S. Pipe & Foundry Co. Year Dec. 31 $5.96 $6.48 
McCord Corp. ..... Nov. 30 Quarter 1.27 1.43 
Motor Products Corp. Dec. 31 Quarter 1.71 1.93 
Best Foods . Dec. 31 Quarter -98 99 
Case (J. I.) Co. : Year Oct. 31 16.89 19.77 
Liggett & Myers Tobacco Co. .. Year Dec. 31 7.05 7.18 
Southern Company .. Year Dec. 31 1.10 1.27 
General Foods Corp. ... .. 9mos. Dec. 31 3.03 3.45 
WR ia Os lee oes ec hii ecendaslecss fest eeecces Year Oct. 28 1.59 1.71 
Public Service Elec. & Gas ..... .. Year Dec. 31 2.06 2.25 
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Whats Qhead por Rusiness? 


By E. 


There are those who believe that the price freeze won't 
have much of an effect on production and sales but we would 
not be too certain of it at this stage of the game. All depends 

on price policies yet to be 
f clarified. If, as some contend, 
BUSINESS ACTIVITY the freeze order will soon be 
PER CAPITA BASIS liberalized in many __in- 

M. W. S. INDEX 


stances, we are inclined to 
200 =f ‘ 











agree. If the authorities are 
serious about roll-backs, it 
may be a different matter. 


Doubtless the freeze 
freezes many inequities that 
must be adjusted. Worse yet, 
costs won't be frozen—what 
with a flexible wage policy 
freely predicted. Thus while 
the price freeze may be re- 
assuring to the consumer, in 
a mild way anyhow, it is 
less so to the producer and 
merchandiser. Apart from 
possible roll-backs — and 
even price limitation via 
profit margin limitation—the 
manufacturer faces manda- 
tory order of continued out- 
put of low-priced lines in 
due proportion of total pro- 
duction. During OPA days, 
production shifts from low- 
priced to higher-priced 
goods proved a fairly effec- 
tive avenue of escape from 
too onerous price regula- 
tions. That avenue, if current 
Washington reports are cor- 
rect, is to be blocked. That at 
least is the tentative inten- 
tion. 


Two 
WEEKS 
AGO 


YEAR 
aco 


Whether the control au- 
thorities will succeed in this 
is another matter. It will be 
hard to make manufacturers 
produce less profitable price 
lines when materials are 
scarce and purchasing power 
high. In the last analysis, 
everything will depend on 
the severity of the squeeze 
when the general freeze 
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order is superseded by specific price ceilings. 

More likely than not, the official attitude on price-wage 
controls is to be lenient rather than harsh or rigid, with con- 
trol policy mainly directed at getting production, not inter. 
fering with it. That would be a most sensible approach, but 
whether and how long it will be continued is another matter. 
The difficulty is to keep consumers and organized labor satis- 
fied and yet give industry and farmers the proper incentive 
for high output. The aim is laudable but the task is compli- 
cated. If the freeze lasts long enough, it is likely to foster 
stagnation; if it is too loosely applied, it will spur further 
inflation. The right formula is hard to find. 

Industrial production to-date has held rather better than 
expected. Whereas the FRB production index for December, 
at 216 compared with 215 in November, seemed to indicate 
that a plateau has been reached and at last a moderate 
and temporary decline might ensue, the FRB now estimates 
that January production rose to 220. This confirms that transi- 
tional impacts stemming from mobilization have been mild so 
far; but they are now likely to deepen somewhat. 

Business has leveled out lately and new output records 
have become less frequent than a few weeks back. Steel use 
in making civilian goods may be curtailed shortly, affecting 
principally automobiles, household appliances and other con- 
sumer durables. The new regulation is likely to become effective 
in the second quarter, but the steel pinch already is on. Even 
worse is the copper pinch. By now it’s really hurting, and no 
relief in sight. This portends disruptions and lower civilian out- 
put. And because war orders in the production stage are still 
relatively limited, it should also portend somewhat lower over- 
all activity this month and probably next. 

What kept January production so high was record output 
of steel, gains in producer’s equipment, mainly in the machinery 
and transportation equipment industries. And automobile as- 
semblies held at an amazingly good level. Production of non- 
durables moreover, continued at high rates, particularly tex- 
tiles, paper, petroleum and chemical products. No easing here 
is seen. 


Construction Activity to Remain High 


Residential construction may be on the decline but this doesn’t 
portend any severe drop in overall construction activity. It is 
estimated that military construction and defense housing may 
run as high as $8 billion in the next eighteen months, taking 
more materials than existing building restrictions can save. 
No wonder stocks of building materials companies have had a 
considerable price comeback in recent weeks. To carry this 
program out, deeper cuts in civilian construction may be in the 
offing. New restrictions on commercial building indicate the 
trend. Construction will undergo a marked shift in emphasis, 
but no let-down in over-all activity. 


THE MAGAZINE OF WALL STREET 
e 





MONI 
reserve 
stringé 
The re 
millior 
flow © 
Reserv 
the sa 
from | 
over h 
has be 
raised 
officio 
hurdle 
could 
on pc 
plishe 
incre 
rate | 
contr 
tions 
the et 
seem 
recen 
terne 
on th 
an e 
have 
in the 
recol 
short 
woul 
oblic 
cont 
rate: 
natic 
only 
man 


TRA 
doll 
som 
yea 
Jani 
talk 
opi 
acti 
dor 


INI 
dus 
sin 
to | 
out 
cre 
at 

wil 
est 


Cc 





/age 
con- 
nter- 

but 
tter, 
atis- 
itive 
apli- 
ster 
ther 


han 
ber, 
sate 
rate 
ates 
Nnsi- 
| so 


rds 











The Business Analyst 





MONEY AND CREDIT—Largely because of the latest rise in 
reserve requirements, the money market has become rather 
stringent with Federal funds quoted at the ceiling rate of 1%%. 
The requirements of the New York banks were lifted by $200 
million, and to increase their difficulties, there was a heavy out- 
flow of funds to out-of-town areas, probably caused by other 
Reserve City banks. The New York banks met the situation by 
the sale of securities and by a moderate amount of borrowing 
from the Federal Reserve Banks. In the growing controversy 
over higher interest rates as a means of fighting inflation, little 
has been said about the levels to which rates would have to be 
raised in order to exert a persuasive influence. A change in our 
official policy of artificially cheap money is in itself a difficult 
hurdle. What a subsequent program might be, if such a change 
could be made, is at least equally pertinent and has a bearing 
on policy decisions. Little if anything has so far been accom- 
plished by raising the short term interest rate. Bank loans 
increased phenomenally despite the advance of the discount 
rate from 1% to 1% per cent last August and are still rising 
contra-seasonally, although other quantitative credit restric- 
tions also were imposed. Necessarily, in these circumstances, 
the entire rate structure is being re-examined. Secretary Snyder 
seemed to settle the question of the long term rate when he 
recently declared that Treasury borrowing would remain pat- 
terned on the long term 212% rate. Marriner Eccles points out, 
on the other hand, that under the policy of market support in 
an effort to protect the 212% rate, long term Treasury bonds 
have virtually become demand obligations—in fact, something 
in the nature of interest-bearing money. Stressing this point, he 
recommended that the Federal Reserve withdraw its support of 
short and long term Government securities, an action which 
would force the Treasury to pay higher interest rates to sell its 
obligations. We are bound to hear more of this as the debate 
continues. Despite the Treasury’s reluctance to raise interest 
rates so as to insure lowest possible service costs on the growing 
national debt, pressure in that direction will remain strong, if 
only because of the pressing need for proper fiscal and debt- 
management measures to counter inflation. 





TRADE—Retail business continues at a fairly high level with 
dollar sales of department stores in the week ended January 20 
some 31% above the like week a year ago. That’s the same 
year-to-year increase as was registered for the week ended 
January 13. In subsequent days, impending price controls and 
talk of roll-backs tended to slow activity somewhat but the 
opinion prevails that the price freeze is not likely to slow retail 
activity to any great extent. Fear of shortages remains a 
dominant factor behind the recent wave of anticipatory buying. 


2. 


INDUSTRY—The Federal Reserve Board estimates that in- 
dustrial production in January will have hit the highest point 
since the end of World War Il, with its production index rising 
to about 220% of the 1935-39 average—in terms of physical 
output which eliminates the exaggerating effect of price in- 
creases. Not since June 1945 has the production index been 
at the 220 mark. In December 1950 it stood at 216 compared 
with 215 in November and 179 in Decehber 1949. The high- 
est ever was 247 in October-November 1943. 





CO. 


COMMODITIES—The price freeze order is likely io be no 
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more than a feeble brake on rising prices, with farm politics 
a big monkey wrench in the machinery. Much uncertainty 
regarding the new regulations exists among importers and this 
is checking trading in many lines. Meanwhile the BLS reports 
that consumer prices shot up 1.6% in the month ending Decem- 
ber 15, biggest monthly increase in over three years, with 
food prices leading the rise, advancing 2.8%. This brings 
food prices a total of 9.2% over what they were a year before. 


oC. 
U 





Despite scattered cutbacks in passenger automobile pro- 
duction, the AUTO INDUSTRY in January will have produced 
more motor vehicles than it did in January 1950. Passenger 
car output will be off about 3,000 units from a year ago, but 
truck output should come to about 29,000 units more. A total 
of some 618,000 vehicles will have been manufactured despite 
labor unrest and shutdowns in several plants, and model 
changes undertaken in others. 


* * * 


American banks gained a record $11 billion in deposits 
last year, according to an estimate of the American Banker. 
This increase in 1950 brought total BANK Deposits at the 
year-end to $176 billion compared with $165 billion a year 


(Please turn to the following page) 








Essential Statistics 













































































































































































Latest Previous Pre- ae: 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) Dec. 1.70 1.56 1.24 1.55 A aé 
Cumulative from mid-1940 Dec. 406.1 404.4 3909 138 ___ Rantineed trem page StS) 

earlier. Compared with the 1940 total of 

FEDERAL GROSS DEBT—$b Jan. 24 256.0 255.9 256.8 55.2 | $76 billion, the nation’s banks have gained 

MONEY SUPPLY—$b $100 billion in deposits in the ten-year 
Demand Deposits—94 Centers_____ | Jan. 17 517-513. 48.2—S26,1_—|- Period. 

Currency in Circulation a 270 «272 «©0269 += «107 : 

BANK DEBITS—13-Week Avge. Non-farm EMPLOYMENT reached g 
New York City—$b ie te 10.62 10.50 8.94 4.26 | record high in mid-December, according to 
93 Other Centers—$b Jan. 17 16.04 15.96 12.72 7.60 | the BLS. About 46,400,000 people were 

working at non-agricultural jobs, or 600,- 

PERSONAL INCOMES—$b (cd2) Nov 235 234 209 102 000 more than a month earlier and 2. 
Salaries and Wages. Nov 158 157 137 66 700,000 more than the year before. Nearly 
Proprietors’ | Nov 46 46 42 23 half the gain in jobs over the year occurred 
Interest and Dividend: Nov 19 19 7 10 in durable goods manufacturing. Retail 
Transfer Payment Nov 12 12 12 3 trade registered a seasonal gain of 500,000 

(INCOME FROM AGRICULTURE) Nov 22 ee 20 10 between mid-November and mid-December, 

POPULATION—m (e) (cb) Dec 152.4 152.2 150.4 133.8 | Manufacturing employment at the latter 
Non-Institutional, Age 14 & Over__ | Dec 113 che «=6«ano2 eRe date was at a new high for that month of 

Labor Force Dec. 64.7 65.4 63.5 57.5 15,700,000. 

Military Dec, 2.19 1.94 1.43 1.89 * * * 

Civilian Dec. 62.5 63.5 62.0 55.6 The favorable dividend trend in virtually 
Unemployed Dec 2.2 2.2 3.5 3.8 all industries last year was reflected in cash 
Employed Dec 60.3 61.3 58.6 51.8 payments on stocks listed on the New York 

In Agriculture Dec 6.2 7.6 6.8 8.0 | Stock Exchange. 62% of companies whose 

Non-Farm Dec 54.1 53.7 51.8 43.8 | shares are listed, boosted their disburse- 
At Work Dec. 52.5 52.3 50.4 43.2 | ments last year. Aggregate DIVIDEND 
Weekly Hours. Dec 41.2 41.1 41.3 42.0 | PAYMENTS in 1950 were $5.4 billion, an 
Man-Hours Weekly—b Dec 2.16 25 2.08 1.82 increase of 26.1% over the 1949 figure. 

EMPLOYEES, Non-Farm—m (Ib) Nov 45.8 45.9 42.8 375 i * i 
Government Nov 6.0 6.0 5.8 4.8 Cutbacks in production of consumer 
Factory Nov 13.0 13.1 11.3 11.7. | goods are starting to loosen supplies of 

Weekly Hours Nov 41.1 41.3 39.1 40.4 SCARCE MATERIALS somewhat. Addi- 
Hourly Wage (cents) Nov 151.0 150.1 139.2 77.3 tional factors tending to increase supplies 
Weekly Wage ($) Nov 62.06 61.99 54.43 21.33 | include credit controls, limitations of end- 

PRICES—Wholesale (Ib2) Jan. 23 1799 1787 151.3 925 | uses and inventory regulations. Some of the 
Retail (edlb) a 1948 1939 1857 1162 improvement is also due to substitution of 

materials. But the copper shortage remains 

COST OF LIVING (Ib3) Nov 175.6 174.8 168.6 100.2 the key to hard goods output. 

Food Nov. 209.5 209.0 200.8 VIS a in fe 

Clothing Nov, 195.0 193.4 186.3 113.8 | 

Rent Nov 125.4 125.0 122.0 107.8 PAPER and PAPERBOARD PRODUC- 
TION during 1949 amounted to $2.03 mil- 

RETAIL TRADE—$b lion short tons, according to the Bureau of 

Retail Store Sales (cd) a — —_ — 47 | Census. This reflects a decrease of about 
Durable Goods “an - ni ~ ‘1 | 7% from the 1948 output of 21.9 million 
Non-Durable Goods siete pee vie “ 3.6 | tons. Production in 1950 shows a sharp and 

Dep't Store Sales (mrb) wig ed - - 0 progressive rebound and is estimated as 

Retail Sales Credit, End Mo. (rb2)__ | Nov 11.55 11.58 9.33 5.5 high as 25 million short tons. 

MANUFACTURERS’ * 4 

New Orders—$b (cd) Total Nov 23.0 24.7 16.8 14.6 Temporarily at least, retailers, whole- 
Durable Goods. Nov WW 12.2 6? si salers and manufacturers are cautious and 
anbterdoanerammeeeel eel ved eon en 79 | puzzled over their status under the PRICE 

Shipments—$b (cd)—Total__________ | Nov aS 22.8 16.4 8.3 FREEZE. In many fields, activity was almost 
rein nite wri hi wd te pe at a standstill pending clarification of the 

ee oe Te : : ; price order, which froze prices at the highest 

BUSINESS INVENTORIES, End Mo. levels reached during the December 19 to 
Total—$b (cd) Nov 61.2 59.1 53.1 28.6 January 25 base period. Clarifying state- 

Manufecturers’ —___________ | Nov 32.9 31.6 28.6 16.4 ments and specific price regulations are ex- 
Wholesalers’ Nov. 10.5 10.2 9.2 4.1 pected to be issued progressively. The ques- 
Retailers’ Nov. 17.8 17.3 15.3 8.1 tion of roll-backs, freely predicted in official 

Dept. Store Stocks (mrb) Nov 2.9 2.8 2.4 1.4 | quarters, remains the dominant uncertainty, 

BUSINESS ACTIVITY—1—pc | Jan. 20 183.5 181.6 166.6 141.8 and at the same time a significant threat to 
(M. W. S.)—1—np ‘Jon. 20 216.1 213.9 193.3 146.5 corporate earnings. 
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Latest Previous Pre- 
K Wk. or Wk.or Year Pear PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

TNDUSTRIAL P! .—1— rb : 1 P ‘ 

IOUSTRIAS ee aes et : ed bs A new peace-time record in the use of 
of Mining saat vo pe a <a pn COPPER was established last year with 
ed | | Durable ie ee vt sti nei pet me total deliveries of 1,440,895 tons of the 

Vv. . 
ear} | ten Breretty Daves metal. This was 412,274 tons more than con- 
r CARLOADINGS—t—Total Jan. 20 780 788 619 833 sumption in 1949 and the highest for any 
} Manufacturers & Miscellaneous Jan. 20 392 283 302 379 year since 1945 when the total came to 
a| | Mdse. L. C. L Jan. 20 81 80 78 156 1,462,440 tons. 
to] | Grain Jan. 20 55 57 42 43 * * * 
“ ELEC. POWER Output (Kw.H.) m Jan. 20 6,909 6,981 6,041 ~—3,267 The use of TIN was limited further by the 
“4 cs eae, tk Oo ae 11.2 118 73 10.8 National Production Authority which issued 
ih ‘tection team damn ° Jan. 20 33.0 21.8 203 44.6 five orders calling for thinner coatings of 
a deaihe, Gol Me Nov. 72.1 70.5 45.8 61.8 | tin on most cans and bottle caps; a ban on 
ail || its use for packaging some non-perishable 
00 PETROLEUM—(bbIs.) m a" - ji ais 41 | Products like coffee, oil-base paints and 
Crude Output, Daily——____—————- | “an. 7 ; : lubricating oil; and a ban on the use of tin 
er, G iH Stocks Jan. 20 124 121 122 86 f t | d th d d 
fer : pag pe yo pa ae or ornamental and other purposes deeme 
' Fuel Oil Stocks ae pe a yo pe least essential. At the same time, N.P.A. told 
' Heating Oil Stocks ces molybdenum producers, handlers and mar- 

LUMBER, Prod.—(bd. ft.) m Jan. 20 742 772 379 632 keters to deliver only 50% of the amount 
7 Stocks, End Mo. (bd. ft.) b_________ | Nov. 2.2 2.2 2.2 12.6 called for on priority-rated orders and on 
ly non-rat 
ash STEEL INGOT PROD. (st) m Dec. 836 8017.73 6.96 | DOV beta the metal to be used 
ork Cumulative from Jan. 1__-_______ | Dee. 96.7 88.3 Tad 74.7 aii , 

* * * 
Ose 

ENGINEERING CONSTRUCTION 
se-| | AWARDS—$m (en) ‘Pon: 28 305 392 216 94 There will soon be a ZINC surplus of at 
ND} er Sy a Ros 28 1,267 962 915 5,692 least 25,000 tons a month available for de- 
an| | fense and stockpiling, members of the zinc 

MISCELLANEOUS _" ae a - a industry predict, at the same time opining 
Paperboard, New Orleans (st)t "i a ne ne aa that there will be no need for end-use con- 
aoe Wood Pulp Socks, Gad Meath (aj. a prs ps yon a trols or allocations. To prove their point, 
of ¥& pean a <a pee pe “a poe they ask that controls be deferred at least 
di- Ris: Sanren Sages, Hes et i 60 days so as to give the 20% cutback 
: anette Comneagian Oe... | Pe: yon = i 543 | order on zine usage a chance to work out 
” Do., Synthetic Nov. 46.8 54.5 317 0.5 g , 
nd- , 
the b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
f cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
s (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
ins and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for populatoin growth. pe—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941; November, or week 

ended December 6. 
iC. THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
nil- 
of No. of ——_—1950-51 Indexes—————— (Nov. 14, 1936, Cl.—100) High Low Jan. 20 Jan. 27 

Issues (1925 Close—100) High Low Jan. 20 Jan 27 100 HIGH PRICED STOCKS ........ 113.02 85.27 111.99 115.02R 
out 334 COMBINED AVERAGE ........ 190.4 134.7 189.4 190.4D 100 LOW PRICED STOCKS . .. 240.51 151.88  240.51D 239.27 
ion 
ind 4 Agricultural Implements........ 271.4 180.7 267.5 271.48 5 Investment Trusts .................. 87.3 66.5 87.3R 87.0 

10 Aircraft (‘27 Cl.—100)........... 317.2 170.8 315.4 305.5 3 Liquor (’27 Cl.—100) ............ 1177.9 797.3 1148.0 1177.9D 
as 7 Air Lines (‘34 Cl.—100).......... 690.9 450.3 690.9D 672.6 4) Machinery ............................. FORKS 140.6 200.3 201.6D 

8 Amusement .....................000 104.4 78.0 95.4 94.5 3 Mall Onder-................ ww. 139.6 99.6 139.6D 138.0 

10 Automobile Accessories.......... 254.4 195.6 251.2 254.4D 3 Meat Packing ..... prac 109.1 85.9 106.7 103.4 

11 Automobiles ........ Pe Cyc tes 44.0 28.5 43.8 44,0D 13 Metals, Miscellaneous ............ 263.5 139.9 263.5D 259.1 
le- 3 Baking (‘26 Cl.—100)............ 23.3 19.0 21.3 21.6 MIN ais ake ecccectiecesicccdavie - 213.4 365.8Z 365.8 
ind 3 Business Machines ................ 323.4 226.5 317.8 323.4D DP CON GIGURD  . «<0 ccstccciccsccccisccece SO 243.0 373.5 376.3Z 
CE 2 Bus Lines (‘26 Cl.—100)........ 183.1 145.9 183.1D 170.6 30 Public Utilities .............. . az 127.7 145.2 144.8 
ost GEGMOIICS: oo. ccccisccscscccncsetcstecs “SONA 256.4 339.0 351.7T 9 Radio & TV (‘27 Cl.—100)....... 35.3 18.1 28.4 30.1 
| SB COGl MINING .....-sccececccccsccsess USES 11.3 18.5A 17.4 8 Railroad Equipment ............... 73.8 43.0 73.8C 73.5 
the 4 Communication .................... 68.2 419 67.5 68.0 TR WENOGIGS - cccccssnccsisicsivicacca “Sa 22.3 42.6 42.98 
est A EONSIEUGHEND: 5, <5.50-55.00sce00rcsas0e 67.0 51.3 62.2 67.0B 3 Realty avdsludatissessencetusccaricccs yy 30.7 39.8 40.2D 
to  COMGINGIE.-cc.:..5-0:ss00ssa0rse 412.8 282.1 394.1 412.8D 3 Shipbuilding ........... RE 139.7 181.0R 173.5 
te- 9 Copper & Brass ... 143.5 80.3 141.1 140.9Z RE CIID socio sccacicsascesecacccsscs ROOD 295.9 395.5B 382.4 

Daly PrOCUCHS: ....-3.:.-..-50:--002 83.7 68.1 80.5 80.9 15 Steel & Iron ............. adi 165.2 96.1 162.9 165.2T 
ex- 5 Department Stores ................ 80.5 56.6 79.2 80.5D SW IONE soos cdetscsteccexitidecwsccace, = AARNE 48.7 70.3 66.5 
jes- 6 Drugs & Toilet Articles.......... 224.6 170.2 221.4 224.6D MI oo aescbnnscrcea sce 12+ 40088 301.6 447.9 455.8Z 
“ial 2 Finance Companies .............. 361.8 232.8 257.7 268.0 aM INE 5 ooo Sete E eae 202.8 119.9 197.9 200.2 
ity jh Cr 189.0 162.0 187.8 187.4 3 Tires & Rubber ................ . $4.0 32.0 54.0T 53.2 

: EON SOROS os occ5s. cc csa2cvvesiacsece 115.7 86.3 114.9 115.78 A ny ae RE 88.2 77.3 83.0 84.1 

to 3 Furnishings .. 80.8 60.7 69.9 72.5 2 Variety Stores 00.0.0... 352.3 303.3 312.7 315.8 

& Gold Minttig:...-.....050:.0.0:5-0000000 753.5 509.7 677.3 664.5 20 Unclassified (‘49 Cl.—100).... 123.9 93.2 123.9A 122.4 
nets New HIGH since: A—1949; B—1948; C—1947; D—1946; R—1931; S—1930; T—1929. Z—New all-time HIGH. 
EET 
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Trend of Commodities 





As was to be expected, promulgation of the price freeze 
order created considerable confusion in commodity futures 
markets with the result that many markets were temporarily 
closed pending further clarification. Grain and lard futures 
advanced sharply following the price freeze announcement 
on the belief that the freeze would cause these commodities to 
rise to parity. There are no ceilings on farm products and none 
can be imposed until they reach parity. Even then it isn’t cer- 
tain that they will be imposed on prices at the producer level 
because of the Government's request for increased production. 
After the initial wave of demand was digested, markets turned 

quieter, reflecting a strong inclination to await further clarifi- 
| cation of the price order. In wheat, new crop contracts were 
firmer than the old crop deliveries partially due to prediction 
of severe cold weather in the Southwest where snow protection 


for the new winter wheat crop is regarded inadequate. Of 
considerable interest to the wool trade, the Munitions Board 
announced that wool has been placed at the head of the pri- 
ority list for the war stockpile. It is understood that the Govern- 
ment proposes to accumulate 350 million pounds of raw wool 
(clean basis) but will not begin operations until current emer- 
gency requirements are satisfied. At present, the Army Quar- 
termaster is engaged in purchasing 30 million pounds of raw 
wool, and the equivaelnt of 70 million in finished fabrics, a 
program that won't be completed until 1952. The Agriculture 
Department set up a price support loan program for gum naval 
stores of the 1951 crop. The support level will be 90% of the 
parity price of crude pine gum as currently estimated or as 
computed April 1—whichever is higher. Purpose is to obtain 
much needed production. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Jan.29 Ago Ago Ago Ago Ago 1941 
387.8 286.0 367.6 332.8 303.0 249.2 156.9 
. 428.9 425.2-396.4 358.9 314.3 257.7 157.3 
363.4 362.6 350.1 316.9 296.0 243.9 156.6 


28 Basic Commodities 
11 imported Commodities 
17 Domestic Commodities 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
High .. ... 212.4 204.7 1640 958 74.3 78.3 65.8 93.8 
Low ...... .. 204.2 134.2 1264 93.6 58.7 61.6 57.5 64.7 
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12 Foodstuffs . 
16 Raw Industrials 


High Saver: 211.8 202.8 
Low .. Pee 


Date 2 Wk. 1Mo. 3 Mo. 6Mo. 1 Yr. Dec. 6 
Jan.29 Ago Ago Ago Ago Ago 1941 
408.1 399.1 375.6 349.5 354.4 303.2 163.9 
400.0 401.1 383.5 350.9 369.4 311.3 169.2 
.. 379.9 374.5 357.1 323.2 272.1 222.0 148.2 


7 Domestic Agriculture . 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 1938 1937 


184.4 111.7 889 67.9 57.7 86.6 


140.8 123.0 98.6 58.2 48.9 47.3 54.6 
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Despite large scale expansion plans recently an- 
nounced by many steel companies, it looks as if some 
of these will likely enlarge their programs. National 
Steel Corporation, for example, has raised its sights 
and now envisages an ingot capacity of 6 million tons 
during 1952, half a million tons above the mark re- 
cently set. This total does not include the capacity of 
the huge mill to be constructed near Camden, New 
Jersey, and which probably will add 1.75 million tons 
to the company’s over-all output. 


The Canadian Metal Mining Association estimates 
that within a few years no less than 10 million tons 
of iron, gold and silver produced in Northern Quebec 
will be flowing into United States markets. This rich 
region in 1950 mined ores valued at $217 million. $7 
million has already been spent for development of 
the spectacular iron ore discoveries in the Lake 
Allard and Ungava regions, where drillings indicate 
the presence of 600 million tons of high grade 
iron ore. 


As a result of speedy construction work, Bell & 
Howell Company have formally opened their new 
$1.5 million plant for the manufacture of photo- 
graphic film in Rochester, N. Y. At present, the en- 
tire production of this new facility will be devoted to 
supply the film needs of users of the company’s 
microfilm equipment, distributed on a worldwide 
scale by Burroughs Adding Machine Company. Bell 


_ & Howell enter this new field with marked confid- 


' 
i 
. 


ence, especially as microfilming of vital documents 


| by war industries and the Government has greatly 


expanded the demand for the essential films, and na- 
tional distribution has been accomplished. 


In a forehanded effort to get maximum output of 
its products made from critical metals whose use 
has been restricted by Government order, Yale & 
Towne Manufacturing Company have radically re- 
scheduled their production of locks and builders’ 
hardware. Certain lines will be suspended during the 
emergency, but as an offset other lines will be stepped 
up. The company’s production of popular residential 
tubular locks will be concentrated on a completely 
new line to be marketed as Home Duty Tubular locks, 
offered in four models. All classes of builders’ hard- 
ware will also be reduced in number or manufac- 
tured in the best way to overcome materials prob- 
lems. This program was undertaken to enable dealers 
to adjust their inventories in line with conditions 
that may be expected to emerge around midyear and 
to supply the market to the fullest extent under NPA 
restrictions. 


Aluminum Company of America has decided to 
build a new alumina plant near Bauxite, Arkansas, 
FEBRUARY 


10, 1951 


that will increase by nearly 50% the amount of alu- 
mina now being produced by the company. Alumina 
is the refined ore from which basic aluminum is ob- 
tained by the electrolytic process. Low grade bauxite 
will constitute the raw material for Alcoa’s new 
plant, the use of this kind of ore having been made 
possible by the company in World War II through 
the development of a special new process, permission 
to use which has been granted to all aluminum pro- 
ducers. The new facility upon completion should 
employ about 1000 persons. 


A new 265 feet tall catalytic cracking plant of the 
Standard Oil Company of Ohio, constructed at a cost 
of about $4 million, has just been placed in operation 
at Cleveland. This marks completion of another step 
in the company’s $100 million expansion and mod- 
ernization program. This new cat cracker adds 252,- 
000 gallons per day to Sohio’s output of vital, high 
octane gasoline. Construction of this modern plant 
illustrates the rapid advance of petroleum science, 
as the facility replaces another completed only six 
years ago and then considered a top performer in the 
industry, but now so obsolete that replacement was, 
mandatory. 


A continuous process for the manufacture of 
tetraethyl lead, a gasoline additive essential to the 
nation’s modern fighting power, has been perfected 
by the research men and engineers of E. I. du Pont 
de Nemours & Company. At the present time, tetra- 
ethyl lead is made in batches, a process perfected by 
du Pont back in 1923. In addition to increasing pro- 
ductive output, the new continuous process elimi- 
nates the need for equipment made of special steel 
alloys, thus making these critical metals available 
for other defense purposes. Construction will start 
immediately on the first new continuous process unit 
which will have an annual capacity of about 50 mil- 
lion pounds of tetraethyl lead a year, with comple- 
tion planned for early 1952. Location will be at 
Deepwater Point, N. J., adjacent to du Pont’s Cham- 
bers Works. 


Since early last year, domestic railroads have pur- 
chased 30 of the Budd Company’s new self propelled 
diesel passenger cars and 15 others have been 
ordered by foreign lines. On January 22, the first of 
these interesting units to be sent abroad were on 
the ocean with Australia as their destination. Upon 
arrival, the Commonwealth Railways of Australia 
will place these three cars in operation between Port 
Pirie on the South coast and Kalgoorlie in the West. 
This stainless. steel equipment is speedy and eco- 
nomical to operate. Controls located at either end of 
each car can be used by one man, and turn-arounds 
are eliminated. 
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A turbojet engine, claimed to be the most powerful 
of its type in the world, has been developed by 
Westinghouse Electric Company engineers under the 
guidance of the Navy Bureau of Aeronautics. Known 
as the J40, this remarkable engine develops a thrust 
equivalent to 14,000 horsepower, and by the addition 
of an afterburner to reheat the exhaust gases, the 
thrust is expected to about double. Despite its huge 
power, the J40 uses less fuel per pound of thrust 
than its predecessor, the J34, which powers some of 
the nation’s fastest planes, and it packs more poten- 
tial speed into less space than any previous rotating 
engine ever built. The engine’s electronic control 
system is completely automatic, enabling the pilot ac- 
tually to operate it more simply than driving his car, 
and as the plane will literally “burn its way” through 
ice, the pilot will be free to attend to navigation or 
battle activities. 


America’s first turbo-prop transport, the Convair- 
Turboliner, recently made its initial flight in San 
Diego, California, according to an announcement by 
La Motte T. Cohu, president of Consolidated Vultee 
Aircraft Corporation. Powered by two 2750-hp Alli- 
son 501 turboprop engines, the Turboliner is a re- 
search transport ordered by the Allison Division of 
General Motors Corporation to test their gas turbine 
engines, developed under sponsorship of the U. S. 
Navy for use in commercial type aircraft. Providing 
military needs do not delay the adoption of these 
engines for commercial purposes, officials of the two 
companies predict that a great many high-speed 
transports powered by turboprops will be flying the 
skies in a few years. 


Figures presented to the Interstate Commerce 
Commission indicate the expanding scope of improve- 
ment programs being undertaken by the nation’s rail- 
roads in connection with the Defense Program. All 
but four of the Class 1 railroads have estimated com- 
bined capital expenditures of more than $305 million 
for the first quarter of 1951, 43% higher than in the 
same period of 1950. Of the total, $237.5 million will 
be spent for new equipment and $67.8 million for 
roadway. 


Mechanization of the Union Paeifie Railroad mail 
transfer facilities at Council Bluffs, Iowa will give 
all mail passing through this important transfer 
point the special delivery treatment. An elaborate 
conveyor system totaling almost 1800 feet will be in- 
stalled and 2900 feet of overhead chain conveyor will 
be built to completely change the present method of 
handling mail at the transfer, where the bulk of mail 
from the east to the west is channelled. At the pres- 
ent time an average of 14,000 bags or parcels of mail 
must be unloaded, sorted and loaded in the hour and 
fifty minutes between the arrival and departure of 
the mail trains of Union Pacific and the Burlington 
Road. The new system will greatly speed up opera- 
tions. 


According to the American Petroleum Institute, the 
oil industry’s capital expenditures in 1950 for ex- 
pansion, improvement and modernization of domes- 
tic facilities exceeded $2 billion. This brought the 
total during the 1946-50 period to more than $10 
billion. Last year’s investment was equal to approxi- 
mately $14.50 for every man, woman and child in the 
United States. In addition, about $228 million was 
spent by American oil companies on facilities abroad, 
many of which help to meet domestic oil needs. 
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A major development in the consumer credit field 
has been the acquisition by American Investment 
Company of Illinois of a controlling interest in 
Domestic Finance Corporation. American Invest- 
ment, which has executive offices in St. Louis, is not 
itself a licensed loan company but through subsidi- 
aries operates 195 personal loans offices in 19 states. 
Domestic Finance Corporation’s main office is in 
Chicago, from where 53 loan offices located in 8 states 
are operated. The combined total assets of the two 
concerns amount to $109 million. 


The new United Nations building in New York 
has added an important tenant to its roster. Radio 
Corporation of America has opened a branch office 
at this location to handle the large message traffic 
of UN representatives and press correspondents. 
Modern machines have been installed which can 
handle as many as 58,000 outbound words in an 
eight-hour day. Direct lines connect the new branch 
with RCA’s central radio office in lower Manhattan 
where telegraph channels speed messages to and 
from more than 60 foreign countries within a few 
minutes. 


Niagara Mohawk Power Corporation will immedi- 
ately start construction of three additional 80,000 
kilowatt steam-electric generating units to cost about 
$37 million. They are scheduled to go into operation 
some time in 1953. Upon completion of this program 
the company will have added about one million kws 
to its capacity since the close of the late war. Two 
units to be added to the station at Buffalo will in- 
crease the rated capacity of that plant to 785,000 
kws, while improvements in Albany will swell rated 
capacity there to 240,000 kws. 


Manufacturers of plastic items that increasingly 
compete with those made from other materials en- 
visages a record demand in the current year. Despite 
a 50% greater production of polyvinyl chloride 
resins in 1950, however, these essential materials 
will continue to be in tight supply throughout 1951, 
according to George A. Fowles, manager of plastics 
materials, B. F. Goodrich Chemical Company. The 
vinyl industry last year produced almost 300 mil- 
lion pounds of resin and facilities will expand sub- 
stantially in the near term, but increased output will 
be hampered by shortages of chlorine. 


America’s. commercial fishermen are turning to 
scientific devices for the answer to their age-old ques- 
tion: Where are the fish? Bendix Aviation Corpora- 
tion’s Pacific division reports that sales of electronic 
depth recorders — popularly called “fish finders” — 
were up 200% in 1950. This echo-sounding device, 
along with radar and radio, is revolutionizing the 
harvesting of the seas. 


The purchase of private aircraft by business ex- 
ecutives and travellers is rather slowly but surely 
becoming more popular. Beech Aircraft Corporation 
produced 298 of its four-place Bonanza models in 
1949 and 458 in 1950, making a total of 2680 since 
these planes were first introduced. They have estab- 
lished an enviable record for economy and perform- 
ance in every state of the U. S. and in 35 foreign 
countries. A new Beechcraft C35 Bonanza was re- 
cently unveiled, and the company already has a firm 
backlog of about 100 orders for this 1951 model. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


nn 


. Special rates upon request for those requiring additional service. 





International Shoe Company 


“IT have been a subscriber to your 
valued magazine for a good many years 
and have only at infrequent intervals 
taken advantage of your Personal Con- 
sultation Service. Please furnish perti- 
nent data on International Shoe Com- 


pany.” 
J. B., Norwalk, Conn. 


With substantial last-half gains 
more than offsetting first half’s lag 
in shipments, International Shoe 
Company ended its fiscal year 
November 30, 1950 with an in- 
crease of $8,654,414 over the pre- 
vious year in dollar sales. The com- 
pany’s shoe sales totaled $198,657,- 
900 for the year represented and 
this was a gain of 4.6% over 1949. 

Shipments for the last six 
months ran $113,694,000, or 15.8% 
above last year’s corresponding 
period. At $84,963,900 at the close 
of the first six months they had 
lagged 7.5% behind the same 
period in 1949. 

With no military production by 
International Shoe in 1950, this 
year’s greater sales figure repre- 
sents an increase of $15,027,511, 
or more than 8%, in civilian ship- 
ments. The 1949 total had included 
$6,375,497 in sales to the armed 
forces. 

International went into 1951 
with more than $5 million in mili- 
tary shoe orders. 

The 1950 all-civilian production 
by the company totaled 51,564,941 
pairs of shoes, or 7.6% more than 
the 47,904,252 pairs produced the 
year before. 

With prices as high as they are 
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today, the company is intensifying 
its research in the use of new mate- 
rials and new methods by which 
they can supply footwear to meet 
the customers’ pocketbook without 
departing from the regular stand- 
ards of quality. Prospects for 1951 
appear favorable. ; 
Dividends in 1950 totaled $2.55 
against $3.00 paid in 1949. 


Nash Kelvinator Corporation 


“With automobile and household ap- 
pliance sales at a new high in 1950, 
please furnish information as to Nash 
Kelvinator’s sales and earning record 
and also financial position.” 

C. G., Wheeling, West Virginia 

Nash Kelvinator Corporation 
set new records for production, 
sales, earnings, employment and 
payrolls in the fiscal year ended 
September 30, 1950. Net sales 
were 17% greater than in 1949, 
amounting to $427,203,107 against 
$364,193,360. 

Net earnings amounted to $30,- 
536,326, or $7.03 per share, after 
provision for state and federal in- 
come taxes, but before provision 
for excess profit taxes. Net earn- 
ings in fiscal 1949 were $26,229,- 
930, or $6.04 per share. Since the 
annual report was issued, it is now 
estimated that $1,700,000 will be 
required for excess profit taxes, 
according to the legislation en- 
acted. 

Nash Kelvinator’s share in un- 
distributed earnings of unconsoli- 
dated subsidiary companies in the 
1950 fiscal year amounted to $2,- 
966,377, or 68c per share. This is 






in addition to dividends of $976,- 
649, equal to 22c per share, re- 
ceived from such subsidiaries dur- 
ing the year and included in the 
parent company’s earnings. 

Dividends in 1950 totaled $2.85 
a share against $2.15 paid in 1949. 

The Nash Motors division pro- 
duced a record total of 178,827 
cars in fiscal 1950, or 2.7 times 
more than its average output in 
the five prewar years 1937-41. 

The Kelvinator division’s output 
of household appliances reached a 
new high level of 674,761 units, an 
increase of approximately 9% 
over 1949. Total output of both 
household appliances and commer- 
cial products was 803,600 units, a 
gain of 14% over 1949. 

Net working capital at Septem- 
ber 30, 1950 amounted to $80,823,- 
385, an increase of $9,001,385 for 
the year. 


Paramount Pictures 


“Please report recent earnings of 
Paramount Pictures Corporation and in- 
clude what figures you have on the par- 
tially owned subsidiary, Allen B. Du- 
Mont Laboratories, Ine.” 

F. 1., Lansing, Michigan 

Paramount Picture Corporation 
estimates the earnings of the cor- 
poration and its consolidated do- 
mestic and Canadian subsidiaries 
for the third quarter ended Sep- 
tember 30, 1950 at $1,745,000 after 
provision for income taxes. These 
earnings do not include $298,000 
representing Paramount’s net in- 
terest in the combined undistribu- 
ted earnings for the quarter of 
partially owned non-consolidated 
subsidiaries, principally Allen B. 
DuMont Laboratories, Inc. 

Earnings for the nine months 
ended September 30, 1950 on the 
same basis are estimated at $4,- 
571,000. These earnings do not 
include $1,127,000 representing 
Paramount’s net interest in the 
combined undistributed earnings 
for the nine months of partially 
owned non-consolidated subsidi- 
aries, principally Allen B. DuMont 
Laboratories. 

The consolidated estimated 
earnings of $1,745,000 for the 
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third quarter of 1950 mentioned 
above represents 67c per share on 
the 2,615,619 shares outstanding 
and in the hands of the public on 
September 30, 1950. Computed on 
the same basis, the $4,571,000 of 
estimated earnings as above for 
the nine months of 1950 repre- 
sented $1.75 per share. 

Consolidated balance sheet as of 
September 30, 1950 showed total 
current assets of $65,591,707, 
total current liabilities of $9,416,- 
080, leaving net current assets of 
$56,175,627. 

Included in the above earning 
figures are all subsidiary com- 
panies wholly owned directly or 
indirectly by Paramount Pictures 
or Paramount Pictures Corpora- 
tion, which operates in U. S. and 
Famous Players Canadian Corpo- 
ration, Ltd., in which common 
stock is owned 6714% and subsi- 
diaries of that company which are 
owned 90% or more. 

The company states that “Be- 
cause of certain occurrences dur- 
ing the fourth quarter, principally 
a dividend paid by Allen B. Du- 
Mont Laboratories, Inc., and pay- 
ment of funds hitherto blocked by 
certain foreign governments, be- 
lief that earnings for fourth quar- 
ter will be greater than any one of 
prior three quarters of 1950.” In 
the first quarter company earned 
$1,441,000, second quarter $1,- 
385,000, and third quarter $1,745,- 
000. However, increased Federal 
income taxes may limit company’s 
ability to retain full benefit of 
earnings resulting from the im- 
proved business. 

Dividends in 1950 totaled $2.00 
per share. 


North American Aviation, Inc. 


“With the greatly expanded demand 
for airplanes in our Defense Program, 
please report latest figures and order 
backlog of North American Aviation 


and recent earnings.” 
S. R., Butte, Montana 


North American Aviation had a 
net income of $8,086,255 after 
taxes, equal to $2.35 per share for 
the fiscal year ended September 
30, 1950. This compared with net 
income of $7,306,409, equal to 
$2.12 per share for the previous 
fiscal year. 

The company is geared for 
greatly accelerated engineering 
and production activities during 
1951 and thus is prepared again to 
produce the airplanes and missiles 
the armed services may require for 
the Defense Program. The com- 
pany is ready to expand operations 
to the extent necessary under the 
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Government defense effort and 
this will require a substantial in- 
crease in employment and avail- 
ability of materials, tools and pro- 
ductive facilities. 

The company reported unfilled 
orders totalling $311,844,812 as of 
September 30, 1950 against $228,- 
000,000 in unfilled orders at the 
same time the previous year. The 
September 30 backlog does not in- 
clude a substantial amount of busi- 
ness now in the process of nego- 
tiation. 

Sales and other income for the 
last fiscal year were $143,268,418 
and costs of sales and other ex- 
penses amounted to $129,632,163, 
resulting in the net income of $8,- 
086,255 for the year after provi- 
sion of $5,500,000 for federal in- 
come and excess profit taxes. Sales 
and income for the previous fiscal 
year were $124,734,509, and cost 
of sales and other expenses were 
$113,078,100. 

Shipments valued at $49,996,231 
were made during the fourth quar- 
ter, compared with shipments of 
$24,876,969 in the third quarter. 
The unfilled orders totalling $264,- 
359,568 at the start of the quarter 
increased to $311,844,812 on Sep- 
tember 30. The latter figure in- 
cludes $97,481,475 in new business 
booked during the quarter. 

Dividends of $1.25 per share 
were paid in each of the past two 
years. 


Lukens Steel Company 


“IT have been wondering how much 
Lukens Steel Company was affected by 
labor difficulties the past year and how 
sales and earnings compared with the 
previous year. Have you the data? 

E. R., Stamford, Conn. 


Lukens Steel Company ended its 
1950 fiscal year on October 28, 
with a net income of $1,922,037 
after provision for payment of 
federal and state income taxes of 
$1,680,000. This is equivalent to 
$6.04 a share on the 317,976 
shares of capital stock of the com- 
pany, 8c under the figure for the 
1949 fiscal year, when the net in- 
come was $1,940,045, equivalent to 
$6.07 a share. 

Although the company was ad- 
versely affected at the beginning 
of its 1950 fiscal year by the strike 
in effect at the time, as well as by 
a later three-month shutdown of 
its 206-inch mill, world’s largest 
plate mill—for electrification, at a 
cost of $2 milion, sales increased 
greatly during the second half of 
the year to reach a total of $53,- 
194,255, only 4.7% less than the 
net sales total of $55,825,306 re- 


corded for the 1949 fiscal year. 
Sales figures include those of 
Lukens’ two divisions, By-Prod- 
ucts Steel Company and Luken- 
weld. Sales for the first six months 
of the 1950 fiscal year totaled $19,- 
887,412, but this figure was almost 
doubled by the sales total for the 
second half of the year, reaching 
$33,306,843. 

The net worth of the company, 
now in its 141st year of iron and 
steelmaking, has increased by $1,- 
401,984, to reach a new high of 
$20,900,861 at the close of the 1950 
fiscal year. 

Lukens property, plant and 
equipment, show a gross value at 
the close of the 1950 year of $24,- 
112,877, an increase of $892,309 
over the $23,220,568 total at the 
end of its 1949 fiscal year. 

Dividends including extras to- 
talled $2.50 a share in 1950 against 
$1.50 paid in 1949. 


Cornell-Dubilier Electric 
Corporation 


“The sharp sales expansion of tele- 
vision parts must have benefitted Cor- 
nell-Dubilier Electric Corporation last 
year. Have you any figures on their 
operations?” 

F. B., Hutchinson, Kansas 


Net sales and earnings of Cor- 
nell-Dubilier Electric Corporation 
and subsidiaries in the fiscal year 
ended September 30, 1950, were 
the highest in the corporation’s 
history, exceeding the results for 
the previous peak year in 1944 
when war sales accounted for the 
greater part of the company’s busi- 
ness. 

Net sales for the period under 
review totaled $23,927,117, an in- 
crease of 75% over sales of $13,- 
678,971 for the year ended Sep- 
tember 30, 1949, and $2,400,000 
greater than the volume reported 
for the 1944 fiscal period. Net in- 
come for the latest year amounted 
to $1,757,524 after all Federal 
taxes. These earnings are equal to 
$3.96 per common share after di- 
vidends on preferred stock and 
compare with net earnings after 
taxes of $450,785, or 86c per com- 
mon share, for the fiscal year 
ended September 30, 1949. 

While the demand for capacitors 
used in television and other prod- 
ucts increased sharply, sales of 
several new products have also 
contributed to the company’s 
growth. These new products in- 
clude automobile vibrators, rail- 
road converters, and a newly de- 
veloped high voltage ceramic ca- 
pacitor. The expansion of inven- 

(Please turn to page 529) 
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Gyrations in Gold 





(Continued from page 511) 


produced in the United States 
stems from mines where output of 
copper, silver and other metals is 
a predominant factor. An out- 
standing exception to the rule is 
Homestake Mining Company, 
which for many years has profit- 
ably operated some very rich 
bodies of gold ore in South 
Dakota. Despite an annual output 
averaging around half a million 
ounces, the ore reserves of this 
company have consistently in- 
creased because of richer ores dis- 
covered at low depths. Having 
accumulated working capital of 
more than $14 million through 
earnings retained in former years, 
this company has distributed lib- 
eral dividends in 1948-50, some- 
times in excess of annual profits. 


Market Action of 
Gold Mining Shares 


On the appended table, we list 
a number of leading gold mining 
companies, the majority of which 
are Canadian concerns, together 
with statistics pertinent to their 
operations and share prices. On 
the whole, gold shares have not 
kept pace with the broad market 
rise during 1950-51. As a group, 
these shares presently are selling 
about 30% above their last year’s 
lows, but have receded about 15% 
from their 1950-51 highs. Con- 
siderable defensive characteristics 
lend attraction to gold equities at 
a time when inflation constitutes 
a threat, but from an operating 
angle the outlook for the gold 
miners is not overly promising. 
Aside from rising wage costs that 
will likely pinch margins, the De- 
fense Programs in both the United 
States and Canada may cause a 
troublesome shortage in man- 
power as also happened during the 
last war. 

It is a well known fact that war 
scares have a way of pushing 
prices up, and gold is no excep- 
tion as we have previously shown. 
Not only is there a growing de- 
mand by hoarders but gold is pre- 
ferred to currency due to a mount- 
ing desire to make sudden capital 
shifts from one “haven” to an- 
other. The threat of inflation 
tends to intensify this attitude, 
and considerable movement of 
capital, and of gold, has thus oc- 
curred in recent weeks—accom- 
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panied by greater or lesser price 
fluctuations. 

Tangier bankers and traders, 
ever alert to the needs of their in- 
ternational clientele and to profit 
possibilities arising therefrom, 
are reported to have hit upon a 
new method to please those who 
distrust currencies. The Tangier 
branch of a Swiss bank, according 
to Pick’s World Currency Report, 
is said to issue “gold certificates” 
which are really checks for any 
quantity of 1000-fine gold or coins, 
deposited in that city. They are 
issued either to bearer or in the 
name of a person, and are freely 
transferable. And they are sold 
at the prevailing gold price in 
Tangier against any currency. 

It has been said that possession 
of such certificates in the United 
States seems legal, but we 
wouldn’t know. We merely men- 
tion this latest wrinkle in facili- 
tating “‘escape into gold” as indi- 
cative of the resourcefulness of 
international gold traders as well 
as of the obvious existence of de- 
mand for such a device. With its 
ownership, of course, goes also the 
price risk, but to some, this is a 
minor consideration. 


A Strange Aspect 


The latest upsurge of the gold 
price in the Paris market has had 
its worrisome aspects as far as the 
U. S. Treasury is concerned. The 
substantial premium on free gold 
has rendered dollars cheap in 
terms of gold. To depress the gold 
price, the French authorities have 
been selling gold for dollars, and 
having acquired gold from the 
U.S. at the statutory price of $35 
an ounce, this has been productive 
of handsome arbitrage profits. 
While the Treasury doesn’t mind 
French support of the dollar, it 
looks askance at the way the 
French have turned the gold mar- 
ket into a ready source of dollar 
gains. 

Such phenomena merely high- 
light the difficulty in maintaining 
the statutory gold price at $35 an 
ounce, and in restricting or inter- 
dicting the free sale of gold in 
world markets. Canada, among 
other gold producing countries, 
has been critical of the U. S. gold 
policy, and the Canadian gold 
mining industry has been increas- 
ingly vocal in condemning the 
Canadian Government’s adher- 
ence to U. S. policy. 


Only recently, there have been 


new suggestions that Canada al- 
low the free sale of “industrial” 
gold in world markets, similar to 
action of South Africa. While the 
request is under consideration, no 
decision has as yet been reached. 
But it is clear that with premiums 
on free gold again on the rise, de- 
mands for a less rigid gold policy 
will also mount. The possibility of 
some concession in this direction 
has been partly responsible for the 
recent flurry of strength in Cana- 
dian gold mining shares. 

Fact is there is again a “bullish” 
feeling in the gold trading and 
mining community, mainly based 
on the thesis that with rearma- 
ment fostering inflation, an in- 
crease in the official gold price is 
bound to follow eventually. Such 
thinking in the past has been fre- 
quent—and mistaken. It is likely to 
prove so again, at least as far as 
American policy is concerned. 

But unquestionably, the Inter- 
national Monetary Fund’s effec- 
tiveness and prestige, challenged 
repeatedly in recent years, are 
being undermined further by the 
snow-balling character of the 
world’s free gold market. With 
Canada on the verge of following 
South Africa’s example in suc- 
cumbing to the lure of $43 gold and 
with the Bank of France report- 
edly operating indirectly in the 
black market, this would seem 
ample evidence of the Fund’s in- 
ability to maintain stable foreign 
exchange rates, or to put it another 
way, to enforce its gold policy. 
Conformance with the latter to- 
date has been maintained more 
through diplomatic pressure than 
otherwise, and even so there have 
been increasing evasions. 





Industry Turns to War Work 
—As Flow of Arms Orders | 
Accelerates 





(Continued from page 495) 


highest level consistent with 
the materials and manpower 
supply; but defense orders are 
likely to mount progressively. 
Some examples: Servel, manufac- 
turer of gas-fired refrigerators, 
will fabricate wings for fighter 
planes. Hotpoint, well-known 
maker of electrical refrigerators, 
will build superchargers at a new 
plant in Milwaukee. Among 
smaller appliance companies, cut- 
backs have frequently been more 
severe, enhancing the need for 


523 








offsetting defense business. The 
complaint often is that such or- 
ders are slow in arriving, but ac- 
celeration now seems near. 

The radio and television indus- 
try, too, is swinging aggressively 
into military business though 
many of the details, for security 
reasons, are not made _ public. 
Electronic equipment is of first 
rate importance to defense, in- 
cluding radar, aviation, naviga- 
tion, fire control and communica- 
tions equipment, and even com- 
plete radio communications sys- 
tems. Ultimate orders will run 
into billions, and doubtless a good 
start has already been made. 

Thus Phileco Corporation re- 
cently received the largest single 
order for standard commercial 
microwave communications 
equipment to be placed in the de- 
fense effort by the U. S. Air 
Force. While its value was not 
disclosed, it is believed to run into 
several millions. Bendix Radio Di- 
vision of Bendix Aviation Cor- 
poration has also obtained impor- 
tant defense business, much of 
which will be sub-contracted with 
smaller concerns. The Crosley Di- 
vision of Avco Manufacturing 
Corp. is negotiating a contract for 
manufacture of fire control equip- 
ment. The Federal Telephone & 
Radio Corporation, subsidiary of 
the International Telephone & 
‘Telegraph Corp., received an 
award of $11.4 million for com- 
munications and electronic equip- 
ment. The few instances cited, of 
course, far from exhaust the list 
of those who already obtained 
defense orders of one sort or an- 
other in this field. 


TV Outlook 


Oddly enough, and despite the 
electronic industry’s importance 
to the defense effort, TV makers 
appear in a better position, as far 
as civilian output this year is con- 
cerned, than earlier believed. 
Some have had short, spotty lay- 
offs so far, but nothing serious. 
Such companies as Admiral Cor- 
poration and Du Mont haven’t 
had any to-date. But doubtless the 
main impact is yet to come, both 
as to defense work and materials 
shortages for civilian output. Or- 
ders for radar and sonar equip- 
ment, until recently concentrated 
in a relatively few firms, are be- 
ginning to spread. Fortunately, 
the industry will have no great 
conversion problems. 

Elsewhere, sizeable arms or- 
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ders have gone to farm equipment 
and rail equipment makers, par- 
ticularly the latter, and a good 
deal more is to come. American 
Locomotive Co. has $200 million 
worth of contracts for combat ve- 
hicles. Pressed Steel Car Co. re- 
ceived a $10 million contract for 
the organization of a tank depot. 

Quite substantial defense busi- 
ness has also gone to steel and oil 
companies, to tire and rubber 
companies, to textile companies— 
particularly American Woolen 
Co., which already has a series of 
sizeable contracts with the latest 
one amounting to some $30 
million. 


What MWS Canvass Shows 


Because of the great number 
and diversity of defense orders 
already placed, it is impossible 
here to unveil an exact picture of 
their scope and nature, nor would 
such an undertaking be in the 
interest of the defense effort. 
Generally, however, it can be 
stated, that in the case of most 
companies, defense business so 
far is relatively small. While, as 
in the automotive field, it may be 
fairly impressive in dollar value, 
it is hardly so as yet in relation 
to production potentials, except in 
the truck field where orders have 
run into the hundreds of millions. 
Some business, moreover, is still 
in the planning and tooling stage. 
In other instances, military or- 
ders can readily be supplied out 
of current regular production, im- 
plying no more than a squeeze of 
the civilian supply. 

The foregoing, essentially, are 
the conclusions to be drawn from 
an extensive canvass just under- 
taken by the Magazine of Wall 
Street. Its results confirm the im- 
pression that the direct impact of 
actual defense business on indus- 
try as yet has been relatively 
small but that repercussions 
henceforth will widen rapidly as 
the arms program is stepped up. 
The majority of the companies 
queried in our canvass expect to 
have far more substantial orders 
by mid-year and in the months 
thereafter. There have been diffi- 
culties in getting accurate ideas 
of defense needs, or firm commit- 
ments from the _ procurement 
agencies, as previously hinted. 
But more often than not, the big- 
gest problem has centered on ma- 
terials supply, that is failure to 
obtain assurance of adequate ma- 
terials allocation. This problem, 


however, should be well on its 
way to a solution with the contem- 
plated introduction of a more 
comprehensive allocation system. 

In the last quarter of 1950, de- 
fense contracts were signed in the 
amount of $6.6 billion and cur- 
rently are estimated to be placed 
at a monthly rate of $3 billion, 
with a further step-up indicated. 
This means that “transitional dis- 
comfort” is apt to increase in the 
weeks ahead as will the squeeze of 
shortages on ¢ivilian plants. But 
it will also mean that the “‘transi- 
tional gap” will likely be closed 
quicker than originally antici- 
pated. If so, it will be significant 
also from the standpoint of cor- 
porate earnings during the first 
half of the year. 





For Profit and Income 
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able goods industries will be bal- 
anced by higher payments by the 
war-favored industries. More- 
over, the market importance of 
annual totals could easily be ex- 
aggerated. The annual-rate basis 
of late 1951, after higher taxes 
are effective, may be the main 
thing the market will have to 
heed later on. It seems very likely 
to be much under the annual-rate 
basis of the fourth quarter of 
1950, although showing up more 
in the year-end extras than in 
regular rates. 


Cyanamid 


Back in 1929 American Cyana- 
mid sold as high as 80 on earn- 
ings of $1.56 a share and a $1.60 
dividend. It was then, and for 
some years thereafter, just a so- 
so chemical stock. In recent years 
it has become increasingly a drug 
stock, in that pharmaceutical and 
biological products lead all of the 
company’s divisions in sales; and 
no doubt provide a major share of 
profits. Cyanamid has a “gold 
mine” in aureomycin, protected 
by patents on the name and proc- 
ess. Earnings last year probably 
were around $8 a share, a rec- 
ord peak, and dividends totalled 
$4.6214. The stock is now at a 
new all-time high of 8614. In re- 
lation to value, that is far less ex- 
treme than 1929’s top of 80. How- 
ever, profits obviously cannot con- 
tinue to soar under EPT and 
higher normal taxes, and much of 
the “cream” must have _ been 
skimmed off possible appreciation 
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first | assure active demand for indus-  rijjion; $20 million were paid in January 29, 1951 se 
trial alcohols, normally subject to dividends, the two owners shar- 
intense competition. ing equally. pene the Consumer par cl 
alee 5 . — tion-wide subsidiaries — principally 
Cigarettes The revision of the Aramco ro) - st ra 
e alty agreement grew out of a sud- una tetiade Seannatiee 
The cigarette stocks have been den decision of King Ibn Saud to Ghie Finence Compeny 
—— | acting neither well nor too badly. impose a 20° income tax on all General Public Loan 
3) One line of thought is that these foreign corporations. This necessi- lla 
ca companies have more to lose from tated a revision of the 1933 con- 
; Dar higher costs and taxes than can cession contract. The new agree- 
y the be gained from moderate sales ment, retroactive to January 1, 
More- expansion. However, the price 1950, calls for total participation 
ce of | freeze could help, if it tends to by the Saudi-Arabian Government pr Mat BE i BE Bh 
Mie retard the rise in costs. Mean-_ in the operation of up to one-half 7 . 
basis while the stocks are semi-de- of Aramco’s net operating reve- 8 FIRTH CARPET i: 
taxes | pressed and yields from relatively nues after the payment of U. S. ° e 
maim | secure dividends are good. This income taxes. This share is inclu- e | COMPANY, NEW YORK, N.Y. | « 
re to column is inclined to give them. sive of the fixed per-ton royalty ° DIVIDEND NOTICE ° 
ned some further chance, and to sus- which cabs is ng og Ho LA : deluseh 0 sander cnaaatie aonieet : 
ae pend an unfavorable judgment at regardless of earnings. On basis 0 ®* | of$1.187Spershareontheoutstanding | ° 
r 0 the present time. the 1950 production, this means Sexd. coment teateeemene 
weg that Ibn Saud will collect some | mee eee es Se eee DS 
~ $60 million in royalties and about «| ($-30) per share has been declared on | , 
: $35 million in split profits. Pay- o] 1051  cpmeenie of aud Wee Le 
Oil of Araby ment for 1951 is expected to ex- = ruary 15, 1963. The tranaee Some 
ceed $100 million by a consider- ° Wee 1s 
yana- (Continued from page 500) a pel eres Bese . 
earn- On the other hand, the Saudi ee ee ee 
$1.60 Connecticut but has a population Arabian Government agreed to —_______HH_4_k_H_H__ 
1 for of only about 100,000 people. place all monetary eo iar gn ee ee eee eee 
a S0- The fourth company, Arabian with Aramco on the basis of in- U C 
years American Oil Co. is owned joint- ternationally accepted exchange NION ARBIDE 
drug ly by Texas Co. (30°), Standard rates. Instead of paying a royalty AND CARBON CORPORATION 
1 and Oil of California (30%), Standard of one gold sovereign, equivalent ucC) 
f the Oil of New Jersey (30%) and toa pegged rate of $12, for every a: 7 
: and Socony-Vacuum (10%). Of 5 tons of oil, Saudi Arabia agreed A cash dividend of Fifty cents 
é ’ : . USER SES (50¢) per share on the outstanding 
re of Aramco’s current daily output of to accept one gold sovereign at the capital stock of this Corporation 
‘gold | crude, approaching 650,000 bar- official rate of $8.24. Hence, actu- has been declared, payable March 
ected rels, about one-half is or will be ally, the royalty per barrel was 5. 1951 to stockholders of record at 
proc- sent via TAP line to Sidon in Le- reduced from 34 to 22 cents. Fur- the close of business February 2, 
bably banon; about one-fourth of the out- thermore, Saudi Arabia agreed to —— H. HANNAN 
rec- put is refined in the company’s accept in payment a certain pro- wi " Secretary ere 
called own plant at Ras Tanura, and the portion of paper sterling and ete ea 
at a remaining fourth goes via an un-_ other soft currencies which Aram- — an 
nre-} dersea pipeline to Bahrein Oil co may receive in the process of CONTINENTAL 
‘s ex- | Co.’s huge cracking plant on Bah- marketing its oil. (C. miei, 
How- rein Island. In plain language, all this means CAN COMPANY, inc. 
; con- The original two owners of that Ibn Saud, now that Aramco’s PR Oe On 
and Aramco, Texas Company and Cali- major development has been com- cents (50¢) ‘Der share on the common 
ch of fornia Standard, are entitled to a pleted, wants and gets a larger payable March 15 1951, to stockholders 
° air = ° ewe of record at the close of bus‘ness Febru- 
been preferential dividend of 10 cents cut in the profits, but is willing to ary 23, 1951. Books will not close. 
ation per barrel until 3 billion barrels accept a smaller proportion of LOREM B. DOPGOM. Secretary. 
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his dues in gold. Hence Ibn Saud’s 
gold business may bring a smaller 
return in the future. A certain 
proportion of the gold shipped to 
Saudi-Arabia in payment for roy- 
alties had the habit of turning up 
in free markets from Tangier in 
the west to Hong Kong in the east. 
Moreover, Ibn Saud is getting 
some money which Uncle Sam 
would have collected as income tax 
on the dividends received from 
Aramco by its four owners. Ibn 
Saud undoubtedly considers this 
preferable (since no questions are 
asked about the use) to getting 
some Point Four money. 


A Compelling Argument 


More millions for the royal 
treasury should not only strength- 
en King Ibn Saud’s position in his 
own country, but should also make 
plain to him and his own people 
that cooperation with the west is 
rewarded handsomely, for it is 
highly doubtful that the Kremlin 
would bother to pay anything if 
the Middle East should fall. 

Many people may wonder what 
a ruler like Ibn Saud does with all 
the money he gets. There are 
hardly any figures published by 
Saudi-Arabia. Undoubtedly a part 
of the fortune is spent by the royal 
family; a part goes to the king’s 
retainers and vassals for policing 
the vast realm and to keep them 
from rebelling. 

Happily, an increased propor- 
tion of the money received is be- 
ing ploughed into various projects 
intended to improve the lot of the 
general population: into building 
of roads, harbor improvements, 
schools, hospitals, town sites, elec- 
trification, and above all, the im- 
provement of agriculture through 
irrigation and the increased use 
of proper fertilizers. 

The petroleum companies them- 
selves are “helping the Arabs to 
help themselves” through educa- 
tion and training. The Aramco, 
for example, operates an Arab 
Industrial Development Depart- 
ment which helps the Arab en- 
terpreneurs to start small busi- 
nesses retailing clothing, food, 
and native products, or providing 
transportation in motor vehicles. 
Similarly Anglo Iranian, Bahrein 
Oil, and Kuwait Oil have also been 
carrying out welfare activities in- 
volving housing, clinics, schools, 
and industrial training. 

Obviously, the new Aramco 
agreement is of broad interna- 
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tional significance since the com- 
pany’s reserves are the most im- 
portant held by Americans in the 
Eastern Hemisphere. As already 
hinted, it may have repercussions 
elsewhere in the Middle East, par- 
ticularly in Iran where the local 
Government now is unlikely to set- 
tle with the British for less. In 
Iraq, where the Iraq Petroleum 
Co. has been negotiating for an 
new agreemnt, a new deal now 
also seems to be inevitable. 

Actually, Aramco had really lit- 
tle choice in the matter. Ibn Saud 
has been demanding more money 
for two years and was determined 
to get it, hence his sudden promul- 
gation of a new income tax law 
to force the issue. Aramco prob- 
ably preferred to make a gener- 
ous deal now and assure a long 
period of good feeling rather than 
haggle and build up resentment. 
Moreover, Ibn Saud was aware 
that Standard Oil of New Jersey, 
one of Aramco’s owners, had made 
a 50-50 split deal some years ago 
with Venezuela. A precedent thus 
existed. 


Incentive for Cooperation 


From the company’s standpoint, 
the agreement sets a ceiling on all 
payments to Ibn Saud—including 
rovalties, income taxes and mis- 
cellaneous levies, and places all 
monetary transactions with the 
Saudi Arabian Government on the 
basis of official, internationally ac- 
cepted exchange rates. Perhaps 
even more important in these days 
of international intrigue, it creates 
on the only basis really appreci- 
ated by Ibn Saud, an incentive that 
renders it attractive for him to 
cooperate with the American com- 
pany. It will make it that much 
more unlikely that he may yield 
to any future blandishments by 
Russia which he fears anyhow. 
And since he dislikes Britain, the 
only other nation he might have 
turned to, he is probably happy 
that he found Aramco receptive. 

The story of Arabian oil is an 
interesting one, by no means void 
of aspects of romance and _ in- 
trigue particularly in its earlier 
turbulent stages. While the latest 
chapter doubtless delighted other 
oil-rich Middle-Eastern nations, it 
should also serve to cement the 
hold of the American oil industry 
over one of the most vital produc- 
ing areas of the world. Today this 
is highly important, politically as 
well as commercially. 





A Study of 
American Woolen Co. 





(Continued from page 509) 


Quartermaster Corps. Woolen 
manufacturers undoubtedly will 
be called upon to produce large 
quantities of woolens for the 
Army and Navy. In fact, carpet 
manufacturers may be compelled 
to convert some looms for making 
blankets. 

American Woolen is_ better 
equipped to meet the challenge of 
competition from new fabrics now 
than it was a quarter of a century 
ago. It no longer is a one-man 
organization. Research has not 
been neglected, while the manage- 
ment was building up sales 
promotion and bolstering mill effi- 
ciency. The company is well pre- 
pared to meet the competition of 
lighter synthetic fabrics offering 
diversification in styles and wear- 
ability. The management feels 
that it can uphold its new motto— 
“The greatest name in woolens.” 


Sharply rising wool costs have 
posed a problem, for this develop- 
ment points to the necessity of in- 
creasing prices on finished goods 
or suffering narrower profit mar- 
gins, and it is recognized that 
domestic price ceilings carry no 
weight so far as wool producers in 
Australia are concerned. This de- 
velopment has spurred the search 
for suitable synthetic materials 
with which to meet competition of 
foreign wool growers. 

So long as industrial conditions 
are active and consumer purchas- 
ing power remains strong, it may 
not be too difficult to pass along 
higher wool costs, but American 
buyers are noted for their fickle- 
ness when it comes to clothing, 
and strong resistance to rising 
prices may develop quickly if 
price ceilings on competitive prod- 
ucts should place woolen goods at 
a disadvantage in finished cloth- 
ing. 


Near Term Outlook 


Meantime, the near term out- 
look for American Woolen is 
promising, and earnings this year 
in reflecting large war orders 
should compare rather favorably 
with some of the 1941-45 years. 

Because inventory appreciation 
is an important factor in earnings 
of typical textile manufacturers, 
it would be hazardous at this time 
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to attempt to project 1951 earn- 
ings for this major woolen goods 
producer. It is interesting to note 
that postwar boom conditions pro- 
vide an excellent tax shelter under 
provisions of the 1950 Revenue 
Act calling for retroactive excess 
profits taxes. 

One of the exemption formulas 
is based on average earnings of 
three best postwar years. Ameri- 
can Woolen had earnings in 1946 
equal to $21.05 a share, in 1947 of 
$16.46 and in 1948 of almost $16 
a share, suggesting an average 
earnings base of more than $17.50 
a share. As a guess, it might be 
fair to estimate current earnings 
at better than $1 a share monthly. 
On this assumption, investors 
should feel confident of a more 
generous dividend policy in 1951. 


As the record shows, American 
Woolen common stock is a versa- 
tile and highly speculative equity, 
but one that shows promise under 
prevailing and prospective condi- 
tions. The market clearly has not 
been ignoring this fact: the stock 
rose from a 1950-51 low of 21% 
to a high of 46%, and further ap- 
preciation in line with steadily im- 
proving earnings prospects of the 
company would not surprise. 

The stock today ranks distinctly 
among the “war babies” and its 
market prospect, at present price 
of around 44, would seem to de- 
pend largely on future orders of 
the armed services. Because of 
high overhead, the company re- 
quires substantial volume for 
profitable operations but once 
such volume is at hand, earnings 
can rise impressively. The stage 
for this appears to be set but just 
how far volume, and thus profits, 
will rise, is for the future to tell. 





Year-End Corporate 
Statements and First 
Quarter Trends 
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portant new source of asbestos 
last year improves the outlook 
for an adequate supply of this 
material, although shortages of 
others are beginning to appear. 
Dividends paid by this company 
have steadily increased each year 
since 1943, and confidence for sta- 
bility in the near term was indi- 
cated when the quarterly payment 
in December was raised to 75 
cents per share from 60 cents in 
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the two preceding quarters, aside 
from payment of a $1.05 year-end 
extra. 

A leading representative of the 
chemical group, Allied Chemical 
& Dye Corporation, reported rec- 
ord sales and earnings for 1950, 
despite strike handicaps. Volume 
and operating revenues in the De- 
cember quarter were the highest 
for any quarter in the company’s 
history, although net earnings 
were pared by EPT and in- 
creased income taxees. Annual 
sales of $408 million were 12% 
above the preceding year, and 
after special allowance for accel- 
erated depreciation and deduction 
of Federal income taxes and ex- 
cess profits taxes of $32.8 million, 
net income of $42.2 million or 
$4.65 per share compared with 
$37.1 million or $4.19 a share in 
1949 (adjusted for a 4 to 1 split 
effective last August). Operations 
should continue at a high level 
and the company has shown im- 
pressively its ability to pay in- 
creased taxes without impairment 
of its net earnings potential. 

Hercules Powder Company 
points out that the past year saw 
a reversal of 1949’s downward 
business trend and closed with 
the company operating at top lev- 
els. The physical quantity of sales 
rose 27%, while preetax income 
gained 75% over 1949. Taxable 
earnings rose steadily in each 
quarter from an early base of 
$4.2 million to a peak of $10.3 
million in the December quarter. 
Large sales and good cost controls 
combined to create the improve- 
ment. 

Total taxes of $14.8 million in 
1950, though, compared with $6.9 
million in 1949, thus restricting 
the gain in net earnings. Even so, 
$5.29 per share was earned ver- 
sus $3.58 the year before. As the 
output of this concern is used 
by the nation’s largest industries, 
most of which will strongly par- 
ticipate in the rearmament pro- 
gram, the outlook for stable earn- 
ings in 1951 is encouraging. 

How decidedly the industrial 
boom of last year benefitted some 
smaller concerns is pretty well 
shown by the experience of Day- 
ton Rubber Company. A slump in 
sales during 1949 forced this con- 
cern to operate slightly in the 
red, but by the end of fiscal 1950, 
ended October 31, it achieved new 
records in both volume and profits. 
Even before Korea, a monthly 
improvement in earnings was at- 
tained, but thereafter the com- 
pany really forged ahead. 





Burroughs 


202nd CONSECUTIVE 
CASH DIVIDEND 


A dividend of twenty cents ($.20) a share 
has been declared upon the stock of 
BURROUGHS ADDING MACHINE COM- 
PANY, payable Mar. 10, 1951, to share- 
holders of record at the close of business 
Feb. 10, 1951. 


SHELDON F. HALL, 
Secretary 


Detroit, Michigan 
January 29, 1951 











© CRowNn CorK & SEAL 
¥ ComMPANY, INC. 


PREFERRED DIVIDEND 

The Board of Directors has this day declared 
the Regularly Quarterly Dividend of fifty cents 
($.50) per share on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Company, 
Inc., payable March 15, 1951, to the stock- 
holders of record at the close of business 
February 20, 1951. 

The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable February 28, 
1951, to the stockholders of record at the close 
f business February 6, 1951. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary. 


January 25, 1951. 











ELECTRIC BOAT COMPANY 


445 Park Avenue 
New York 22, N. Y. 


The Board of Directors has this day 
declared a dividend of twenty-five cents 
per share on the Common Stock of the 
Company payable March 9, 1951, to 
stockholders of record at the close of 
business February 16, 1951. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New 
York 15, N. Y., Transfer Agent. 


R. P. MEIKLEJOHN 


Treasurer 





January 25, 1951 








Volume of $37.2 million was 
58% above the preceding year, 
and after provision for Federal 
income and excess profits taxes, 
net earnings of $4.74 per share 
compared with a loss of 38 cents 
per share in fiscal 1949. The man- 
agement looks forward with con- 
fidence to 1951 and has a number 
of plant improvements under 
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way. “We are attempting to wrap 
our military production around 
our civilian production as the 
Government recommended to in- 


dustry” rather aptly describes 
the outlook as viewed by the com- 
pany. 

Dresser Industries, Inc. made 
good progress last year and seems 
well on the way to confirm its wis- 
dom in deciding to concentrate 
on production of oil well equip- 
ment about a year ago. In the 
fiscal year ended October 31, 
1950, volume of $79.9 million was 
a trifle lower than in 1949, but 
more efficient operations offset in- 
creased taxes and brought an ad- 
vance in net earnings to $3.68 per 
share from $3.02 the year before. 
The impact of excess profits taxes 
was relatively light, involving 
only about $80,000. 


As of December 31, 1950, Dress- 
er’s backlog of orders stood at 
$41.6 million, equivalent to six 
months volume at last year’s rate. 
Since oil and gas are essential to 
the defense effort, the outlook for 
an increasing amount of orders is 
excellent, and Dresser’s regular 
product line should rank high 
from the standpoint of any mate- 
rials allocations that may be en- 





For Successful 
1951 MARKET DECISIONS 
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GRAPHIC STOCKS 


affords large, clear reproductions of 


964 CHARTS 
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for the full year of 1950 
These give you the complete history of 
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for twelve years to January 1, 1951. 
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acted, the management opines. 

Liggett & Myers Tobacco Com- 
pany fared relatively well last 
year, although volume of $530.5 
million compared with $557.7 mil- 
lion in 1949. Regardless of this 
decline in sales, improved oper- 
ating efficiency widened the com- 
pany’s pretax margins to 9.9% 
from 8.2% the year before. Addi- 
tionally, a non-recurring profit of 
$776,783 was derived from the 
sale of certain real estate. 

Although income taxes rose by 
$4.7 million and provision was 
made for about $1.7 million ex- 
cess profits taxes, net income for 
1950 applicable to the common 
stock was reported as equal to 
$7.05 per share compared with 
$7.18 in 1949. Good costs control 
seem to be characteristic of Lig- 
gett & Myers, as shown by a 
reduction in overhead and sale 
expenses of almost $33 million 
in 1950, exceeding the decline in 
volume by almost $5 million. It 
seems possibl that the company 
may have cut promotional ex- 
penses rather drastically, with 
detriment to sales but only minor 
effect on net earnings, although 
the annual report shows nothing 
definite to support this surmise. 

Throughout all of 1950, the 
earnings of West Virginia Pulp & 
Paper Company showed progres- 
sive improvement, although the 
company started the uptrend with 
favorable net income of $2.01 per 
share in the first quarter. In the 
December quarter, shipments 
reached a record peak, and stimu- 
lated by the post-Korea boom 
created total annual sales of $95.4 
million as against $88.4 million in 
1949. 


Heavy Postwar Expansion 


Since the end of the last war, 
this concern has spent almost $50 
million on plant improvements, 
mainly in the form of the most 
modern paper making equipment. 
With operations increasing to a 
capacity basis last year these bet- 
terents offset higher wage costs 
and widened operating margins to 
20.6% from 15.8% the year be- 
fore. Net income for 1950 accord- 
ingly rose to $12.93 per share, in- 
cluding $4.45 in the December 
quarter alone. The ability to es- 
tablish all time peak earnings in 
a year when combined excess 
profits and income taxes rose by 
60% carries much significance. 
As demand for the paper products 
of this established manufacturer 


should continue unabated in the 
current year, the prospects for 
good profits are bright. 

A record similar to the fore- 
going was established by Mathie- 
son Chemical Corporation, al- 
though in not quite such a strik- 
ing manner. 1950 volume of $77.5 
million compared with $54 million 
in the preceding year, marking an 
historic peak. Net earnings of 
$3.32 per share on the common 
stock (split 2 for 1 on July 31) 
were also the highest on record, 
though allowance of $7.2 million 
taxes compared with $3.9 million 
in 1949. 

The management attributes 
these favorable earnings in no 
small part to the result of a three- 
year plant improvement program 
that involved outlays of more 
than $30 million to expand pro- 
duction and to develop new items. 
Despite these large outlays, the 
company’s working capital has in- 
creased $9.4 million in the same 
period. The outlook for 1951 is en- 
couraging because the wide list of 
industrial and agricu.tural chemi- 
cals produced by this firm is es- 
sential to the war effort and to al- 
leviate shortages, Mathieson will 
operate at capacity throughout 
the current year. 


Caterpillar Tractor 


Caterpillar Tractor Company’s 
earnings in the December quarter 
were severely pruned by tax ad- 
justments, declining to 95 cents a 
share from $2.48 in the preceding 
quarter. This circumstance, 
though, did not prevent earnings 
for the full year from reaching a 
record height of $7.49 per share 
because of good profits in earlier 
quarters. Interest in this experi- 
ence is heightened because sales 
of $337.2 million were 32% above 
1949 as a result of enlarged facili- 
ties and sharply higher demand. 
On increased volume, operating 
margins widened notably to 
20.3% from 14% the year before, 
and although Federal taxes 
climbed to $33.2 million from 
$11.3 million, net income of $29.2 
million reached record propor- 
tions. 

It seems clear that under favor- 
able conditions, the earnings of 
Caterpillar Tractor should con- 
tinue to absorb heavier taxes 
rather easily. The company’s vol- 
ume should continue at a high 
level, but margins on substantial 
military production will probably 
narrow. In recent weeks, the 
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Armed Forces have contractor for 
$42 million of heavy military 
equipment with this concern, and 
in coming months further sizable 
orders will indubitably appear. 
The good earnings record of last 
year, though, provides a cushion 
against increased taxes and pos- 
sibly smaller operating income. 





Is Market Turn Near? 
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surely appear to most people to 
be quite conservative, and the 
reasons why that should be so will 
generally be minimized. 

The price-wage control—mis- 
called a “freeze’—has not both- 
ered the market because there is 
nothing immediately unfavorable 
in it, from an investment point of 
view. On the other hand, if it is 
to mean anything at all—even 
partly meeting popular demand 
for a check on price inflation—the 
eventual implications are at least 
somewhat unfavorable for busi- 
ness. Wages will inevitably be al- 
lowed to rise more than prices, 
and there might be some price 
roll-backs. The net eventual effect 
of the control, plus the partial 
shift to arms production in some 
industries, will be a narrowing of 
profit margins. 

Meanwhile, allowance must con- 
tinue to be made for unpredictable 
foreign developments, capable of 
temporarily unsettling the mar- 
ket. There is no change in our 
view that this is a time to guard 
against over-optimism on market 
policy from an intermediate point 
of view. An aggressiye general 
buying policy cannot be recom- 
mended. —Monday, Feb. 5. 
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tory and equipment has been car- 
ried out, without resorting to ad- 
ditional financing of any kind. To 
cover the transitional period be- 
tween the manufacture of peace- 
time products and war-time prod- 
ucts, the corporation has a com- 
mitment on a million dollar bank 
loan which will be available, if 
necessary. 

Dividends in 1950 totaled 95c 
per share against 80c paid in 1949. 
FEBRUARY 


10, 1951 
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Thailand and Formosa. And that 
on an issue that centered on Asia, 
that had everything to do with the 
freedom and welfare of Asian 
countries. After the votes have 
been counted we see that we do 
not even have with us such coun- 
tries as Indonesia, Pakistan, In- 
dia and Burma. And _ ranged 
against us of course are the big- 
gest Asian nations, the Soviet 
Union and Continental China. 

In a sense, this is an embarras- 
sing state of affairs and takes 
away a great deal of our “victory” 
at Lake Success. We find most 
Asian countries wary of our pol- 
icy and motives, and we find, 
spearheaded by Mr. Nehru, a dis- 
tinct move towards Asia for the 
Asiatics in which there is no room 
for close cooperation with the 
United States or the West as a 
whole. 


Playing Stalin’s Game 


In our view, this plays directly 
into Stalin’s hands. The vote at 
Lake Success should give him ex- 
cellent propaganda material, how- 
ever negative it was for the com- 
munits side in the immediate 
Korean question. Worse yet, Neh- 
ru’s policies may throw Asia into 
the Kremlin’s lap. If and when 
that should happen, it will be little 
comfort to know that Mr. Nehru 
has badly miscalculated in playing 
with Communism to further his 
Pan-Asiatie dreams. It will be too 
late then to ward off the disas- 
trous consequences of his short- 
sighted, even selfish, attitude. 

Much better that something be 
done about it now, that somehow 
Mr. Nehru is being made to under- 
stand that his way lies neither 
peace nor progress, least of all for 
struggling India. 





Sham Fight Against Inflation? 
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if they would be really effective, 
which is unlikely. They cannot 
check inflation as long as the real 
culprit—the increase in actual and 
potential supply of bank money— 
is hidden from sight and allowed 
to do his sinister work. 
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DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
fifty cents ($.50) per share payable March 
9, 1951 to holders of Common Stock of 
record February 23, 1951 who on that 
date hold regularly issued Common Stock 
($1.00 par) of this Company. 

CHAS. F. BRADLEY, Secretary 
One Broadway, New York 4, N. Y. 
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Trend of Events 





(Continued from page 484) 


than seven million tons has been 
added to the industry’s expansion 
plans since last October. At any 
rate, the country is getting a great 
expansion of its steel capacity and 
private enterprise, not the tax- 
payer, is providing it. 
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THE 1950’s COME FIRST 
By EDWIN G. NOURSE 


This exciting but tolerant book’s main 
concern is to promote ways and means 
of raising and stabilizing the level of 
our economic life. That was the high 
purpose declared by the Congress in the 
Employment Act of 1946, which Dr. 
Nourse thinks may and should mark a 
major milepost in our national life. 

The 1950’s Come First is not a politi- 
cal book but it deals with our economic 
affairs realisticaly in their political set- 
ting. “The economist can solve his prob- 
lems only as he can persuade the hearts 
of men,’Dr. Nourse writes. But our 
economy, Dr. Nourse makes clear, is not 
a great automatic machine whose cogs 
mesh together in inexorable interaction. 
Economic life is a vital but ever-chang- 
ing relationship among men and women. 
To produce a satisfactory national re- 
sult, through the organized efforts of 
private business and government, we 
must honor people’s aspirations, assuage 
their rebellions, ease their frustrations. 
We must fuse the dynamic spirit of com- 
petition and the no less dynamic spirit 
of co-operation. 

Dr. Nourse feels that inflation is the 
great threat to our economy of the 
1950’s. But he does not use the word 
inflation as just a scare word. He sees 
it, and makes the reader see it, as an 
understandable and controllable result 
of the foolish and self-indulgent things 
our business practices, our voter action 
we ourselves do in our domestic affairs, 
(or inaction). This thoughtful and chal- 
lenging book ends with the stinging ac- 
cusation of collaborationist to those who 
would let inflation undermine America’s 
strength for defensive war or her future 
for peace. 
Henry Holt $2.00 


AMERICAN EXPRESS 


A Century of Service 
By ALDEN HATCH 


This is the inspiring story of the ori- 
gins and growth of one of the most fa- 
mous organizations in the world — the 
American Express Company. It is the 
story of farsighted men and exciting, 
colorful events against the background 
of one hundred years of American his- 
tory. 

Today, tourists everywhere know 
American Express. They carry its Trav- 
elers Cheques; they have been helped at 
frontiers and ports by its uniformed in- 
terpreters. The company started, how- 
ever, by carrying parcels from Albany 
to Buffalo. American Express tells the 
story of its dynamic growth and evolu- 
tion to a world-wide travel, financial, 
and foreign freight-forwarding organi- 
zation. 

Factually, dramatically written, 
American Express is the stirring story 
of hard work and genius and persever- 
ance, of a famous company which has 
always led the way in its field. Amevi- 
can Express is a history of service to 
mankind in all corners of the globe. 
Doubleday 
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ECONOMIC ASPECTS 
OF ATOMIC POWER 


An Exploratory Study under the 
direction of 


SAM H. SCHNURR & 
JACOB MARSCHAK 


What: will be the economic effects of 
peacetime applications of atomic pow- 
er? This exploratory study, while not 
attempting to answer such a speculative 
question definitively, is the first compre- 
hensive approach to one of the most im- 
portant and controversial subjects fac- 
ed by economists today. 

The authors have concentrated on the 
potential uses of atomic power that 
seem the least remote—the generation 
of electricity from heat caused by nu- 
clear reactors; and transportation of 
low-temperature heat over short dis- 
tances, as for residential heating. They 
present an economic comparison, for 
various areas of the world, between 
electricity generated from atomic heat 
and that produced from coal, oil, or 
water power. 

This comparison by countries is fol- 
lowed by an analytical study of the po- 
tential applicability of atomic power in 
several industries which are or may be- 
come important consumers of electricity 
or heat. These include the production of 
aluminum, chlorine and caustic soda, 
phosphate fertilizer, cement, brick, flat 
glass, and iron and steel; railroad 
transportation; and residential heating. 
With this empirical background, the 
authors present an outline estimate of 
the economic effects of atomic power— 
first, on the economy of a highly in- 
dustrialized country like the United 
States, and, second, on the industriali- 
zation of so-called backward areas. 

In dealing with one particular scien- 
tific invention, the authors have opened 
up a methodology for estimating the 
economic effects of other inventions. 
This methodology in itself will make 
the book an indispensable tool for econo- 
mists, while the detailed industry ana- 
lyses may prove important not only to 
economists but especially to executives 
and public officials planning for future 
developments in the industries analyzed. 

This study was initiated by the Com- 
mittee on Social and Economic Aspects 
of Atomic Energy of the Social Science 
Research Council and executed by the 
Cowles Commission for Research in 
“economics. 


Princeton University Press $6.00 


THE SOVIET IMAGE OF THE 
UNITED STATES 


A Study in Distortion 
By FREDERICK C. BARGHOORN 


Soviet propaganda against the United 
States is one of the main instruments of 
the Kremlin’s aggressive foreign policy. 
\Moseow, building the world’s greatest 
war machine, is seeking to turn world 
public opinion against the United States 
by accusing America of crimes against 
humanity of which it itself is guilty. Its 
handling of the political warfare aspects 


of the Korean operation constitutes the 
latest and most intense phase of this 
ferocious hate campaign. The principal 
theme of the Soviet leaders—the “peace” 
campaign—is intended both to deceive 
and to terrorize. It deceives the gullible; 
it terrorizes the warweary who perceive 
that the Kremlin’s olive branch thinly 
disguises the sword. 

How can the free world cope with this 
campaign of lies, threats, and pressure? 
First of all, by understanding its com- 
plex and sinister character. And then by 
resolute reaffirmation of faith in the 
their embodiment in national and inter- 
national policy. For the accomplishment 
of this overriding task one important 
requisite is to tap the will for peace and 
freedom of the enslaved people of Rus- 
sia itself. 

From first-hand knowledge of these 
problems gained during more than four 
years’ service in the American Embassy 
in Moscow and from scientific analysis 
of the continuing stream of Soviet prop- 
aganda, Dr. Barghoorn supplies the ma- 
terials for a fundamental understanding 
of the Kremlin’s unremitting and utterly 
ruthless war against the West. 
Harcourt, Brace & Co. $4.00 


A GUIDE TO 
PROFITABLE INVESTMENT 
By HAROLD B. GRUVER 


The key word to this enlightening 
little book is the last word in the title 
—Investment. 

The author takes up the question of 
the alternating cycles of prosperity and 
depression, describes the effect of war 
upon the business cycle, and shows at 
what times the prudent investor will 
buy and at what times he will sell so 
as to increase his capital. He goes into 
the subject of large corporations versus 
small corporations as investments, shows 
where the real value of a stock exists as 
opposed to its popular value or paper 
value, and indicates the sort of setup 
which the investor should look for in 
the companies whose stocks he is going 
to buy. 

Dutton $2.00 


THE CURTAIN ISN’T IRON 
By JOSEPH C. HARSCH 


War with the Soviet Union is not in- 
evitable—that is the conclusion reached 
by Joseph Harsch in this provocative 
study of Russia and her satellites. More- 
over, the author feels that the curtain 
may be far from complete or permanent. 

Over the past two years Russia has 
lost ground in eastern and central 
Europe. Communism has been discred- 
ited in Austria and Germany and liqui- 
dated in Greece. Finland has evaded the 
noose. Yugoslavia escaped it. Albania 
has been isolated and is being abandoned 
by Russia as untenable. Bulgaria is a 
resentful, angry satellite kept in line 
only by the most drastic repressive meas- 
ures. Russian credit is declining in all 
the others. Moscow could retrieve these 
losses with the Red Army if it dared to 
use that method. But to launch the Red 
Army against Finland or Yugoslavia or 
any other future defier of the Comin- 
form would be to risk a general war— 
and that the author thinks the Russians 
are not ready to face. 

This highly readable book is a dis- 
cerning, clear-cut exposition of a par- 
ticularly complex question by one of the 
shrewdest observers on the scene today. 
Doubleday $2.00 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 

holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 


1. When to Buy and When to Sell 

Our weekly market forecast . . . with chart of daily 
action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


2. Definite Advices on Intrin- 








ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can out. 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 

You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch .. . or close 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections ... bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands 
of dollars to you in concentrating in potential leaders ... 
in stable investment situations .. . in avoiding laggards 

. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to March 10. Mail the 
coupon below today. 








Mal Coupon 


FREE SERVICE TO MARCH 10, 1951 ee ee ee es ee 








Joday! 
Special Offer 
5 MONTHS’ S60 


SERVICE 


MONTHS’ 
12 SERVICE $100 


Complete service will start at 
once but date from March 10. 
Subscriptions to The Forecast 
are deductible for tax purposes. 


Special Delivery: (J 
C] $8.00 one year. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from March 10, 1951) 


one year in U. S. and Canada. 
$4.00 six months 


OO, hh bss ies aah ne, oe eae Se SEAN teen 


Your subscription shall not be assigned at 
any time without your consent. 


j 
| 
| 
| 
| 
| 
| 
Air Mail: ( $1.00 six months; [] $2.00 
l 
| 
| 
| 
| 
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SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 


ee eee ee ee ee ee eee eee eee ee wee ee 


FEBRUARY 10, 1951 











The Magazine of Wall Street's 
COMMON STOCK INDEX 


1951 Grouping of the 334 Comp t I 


H—Component of the 100 HIGH PRICED STOCK Group (Closing 1950 at above 38) 
L—Component of the 100 LOW PRICED STOCK Group (Closing 1950 at below 1652) 
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The immunizer against 


\ } 
the disease of communism ee us 


\ 


is a certain feeling eee 


MR. WALTER S. GIFFORD 


“It is the feeling of a man who owns a home, a bank account, an insurance 
policy. It is the feeling that an employee on the Payroll Savings Plan has 
when he gazes at his accumulation of Savings Bonds and realizes that here 
is palpable evidence that he has made a profit on his job—that the profit 
system works for him as well as for his employer.” 


Mr. Gifford has believed in—and worked for—payroll measure the important feeling of ownership shared by 
savings plans for thirty-seven years—since 1913. when, as the Americans who own 56 billion dollars in U. Sy. 
Statistician of the A. T. & T., Mr. Gifford developed a Savings Bonds (against 45 billions at the end of the war!). 
payroll savings plan for the purchase of A. T. & T. stock. Every Payroll Savings Plan is a reflection of the vision 


and enthusiasm of the top executive of the company. If 
he gets behind it, personally, employee participation 
is high—to the benefit of the country, the company and 
the employee. If the interest of the Big Boss is active 
— participation may very well exceed the 50% mark. 


In 1938, A. T. & T. employees were offered a Payroll 
Savings Plan for the purchase of U. S. Savings Bonds. 
To date, Bell System employees have invested more 
than half a billion dollars in savings bonds—with a 


maturity value in excess 75,000,000. : ; i 
; ) eee Oo Soe The top man is the key man in a Payroll Savings Plan. 


In upwards of 21,000 large companies, more than Get in touch with your State Director, Savings Bond 
% million Americans are investing $150,000,000 in U. S. Division, U. S. Treasury Department. He will help you 
Savings Bonds every month. To the systematic saving put in a plan... or he will show you how to increase 
if these men and women—and the whole-hearted co-oper- employee participation—without undue effort or high 
ition of executives like Mr. Gifford—is due in no small pressure tactics. 


The U. S. Government does not pay for this advertising. The Treasury Depart- 
ment thanks, for their patriotic donation, the G. M. Basford Company 





For Safety... Income... Profit 


You must avoid a “do nothing” policy today 








Once you build a portfolio suited to your 
personal aims of safety, income and profit—your 
work is merely started. 


In these times when investors are concerned 
with further inflationary potentials despite price 
controls and wage stabilization, the dynamic 
nature of business, finance and world affairs re- 
quires that investment management be a con- 
tinuing function. Investment policies, designed to 
meet your requirements under circumstances 
existing at this time, must be revised as these 
conditions change. 


Constant reappraisal essential 
Today no list of securities can safely be retained 
for an indefinite time. Your holdings must be 
subjected to constant reappraisal if results are 
to be successful now with the rapid changes being 
seen in the fortunes of companies, industries and 
governments. 


This is precisely the function of Investment 
Management Service—a function which the in- 
dividual investor rarely has the time, training or 
facilities to perform single-handed, or with lim- 
ited assistance from ordinary sources. 


Act to protect your capital 


No one can foresee future emergencies which 
may arise. Yet, with capable investment counsel 
you can be informed promptly of the action to 
take on every issue in your account when events 
of decisive importance occur. 


You need not sit by while significant happen- 


ings impair the value of your portfolio — or 
while opportunities pass you unrealized. 


Investment Management Service can collect the 
facts for you... it can interpret and apply them 
to your securities... it can supervise your in- 
vested funds with the same painstaking care 
which you would provide if you had the broad 
facilities. equipment and specialized experience 
of our staff. 


Secure better-than-market results in 1951 


Results consistently superior to market action 
have evoked comments from our satisfied clients 
from New York to California. A railroad man 
renewed for the fifth consecutive year of our 
supervision on December 1. stating: 

“The nice increase in market value of my securi- 
ties shown on the Annual Statement is gratifying.” 


On September 19, 1950. a new subscriber joined 
our Investment Management Service and on 
January 10. 1951. stated: 


“I might add that I am very well pleased with 
the advice you have given me and I am hopeful 
that our relations recently established will prove 
to be long standing and mutually profitable. I 
would like to add $10,000 more to be placed 
under your supervision to be invested under your 
direction.” 


If your own results have not been to your satis- 
faction—if your present service has not proved 
productive—we invite you to take advantage of 
the special invitation below. 





PECIAL INVITATION . . . without obligation. we offer to send you a 


confidential, preliminary review of your portfolio if it exceeds 320.000 in value—comment- 
ing frankly on its possibilities for capital growth, its income factor and its diversification. 
Your least favorable issues will be specified, with reasons for selling. Merely send us your 
list of holdings and objectives in as complete detail as you care to give. All information will 
be held strictly confidential. 





INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street New York 4, N. Y. 





